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Securities and Exchange Commission Form S-l, 
Registration Statement for Chelsea House Educa- 
tional Communications, Inc., with handwritten 
comments 


INC PESEPAUIOTE ge bethC rere eee ' 


QemEnH ves casts swerer seers eres 1 emo m ene samme mernemure s+. © +e 


SECURITIES AND LOFCITAING)! COMMISSION 
WASTING ON, I. C. 20549 


FOL S-L 
REGISTRATION STATEMENT 
UNDER 
KH} SECURIPIZS ACT OF 1933 
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. wy . re ats i ar ov ¥ peat pre ee ~¢ ad 
Chelsea Fouse Educational Communications, Inc. 
(Exact name of )\-gistrant as specified in charter) 

70 West 40th Sircet 
New York, New York 10018 
(Address of principal exccutive offiecs) 


MR. WAROLD STENNBERG 
CuxisnA. Hous EDUCATIONAL COMMUNICATIONS, INC. 
70 West 40ch Street 
New York, New York 10018 
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- The Repistrant herchy amends this Registration Statement on such dates as may he neces- 
sary to delay its chective date until the Registration shall file a further amendment which cpe- 
ciftcally states that this Registration Statenrent shill thereafter become effective in accordance 
with Section 8a) of the Securities Act ef 135 or until the Reyistration Statement shall 
become effective on such date as the Commistion, acting pursuaat to said Section €(a), may 
detcorminc. 


18. 


19. 


20. 


2). 


CUELSEA HOUSE EDUCATIONAL COMMUNICATIONS, TNC, 


Crors Reference Sheet Filed urcuant to Rule 400(e¢) Showing Deeation 
in Vroepectus of Joformation Required ta be Tie luded by Items U'Cbrough 15 
21 of Form S-l 


Hem Nutnber aud Leading Caption in Prospectus 
Dis ribution Spread ..eccc ccc ee cece renee eee eeeeeeens Cover Pape 
Plan of Distribution 2.6.00. rcccdescccccgvsesseeseceeces Cover Page, Nature of the Offer of 


Conmon Stock 


Use of Praceeds to Registrant ....c cee ee eee ee ee eeeeenees Use of Proceeds 

Sales Otherwise Than For Cash ......cesceceeeeeeeceees + 

Capital Structure oo. ccee cece eee ee een enereeeeeseeereees Capitalization 

Summary of Darnings .....0cecc cece newer ener eee eeeeeees Consolidated Statement of 
Operations 

Organization of Registrant ...... cece cece eee reeeeeeeees The Company 

Parents of Registrant .......ccecceecescerescceersceeees Principal Sharcholders 

Description of Business ......seeecereeeseeeereeeeeees .. Business 

Description of Property .....+eeeeeeeeeeeeeereeees ee acen Business (Property and Empleyees) 

Organization Within Five Years .....+eeeeeeeeeeeeeeeees The Company, Certain Tranus~ctions 

Pending Legal Proceedings .....+eeeeeeeeeeeerreeeeeees Pending Litigation 

Capital Stock Being Registered ...... rerrrrr rT ere ... Description of Securities 

Long-term Debt Being Registered ....+.++eeeeees hegeneae ™ 

Other Securities Being Registered 1.1... eeeeeeeee Pelnameus * 

Directors and Executive Officcrs ....cceceeecessesereeere Managemeut and Control 

Remuneration of Directors and Officers ...... ‘ arate .- Management and Control 


(Remuneration) 


Options to Purchase Sccuritics ....++eeeeeeeees seceeeeeee Manage’ rent and Control (Qualified 
Stock Option Plain) 


Principal Iolders of Securitics *...... are eeeeeeeeeess Principal Shareholders 
Interest of Management and Others in Certain Transactions.. Certain Transactions 


Financial Statements ......eeee eee euee ween seseeeees Consolidated Statement of Opera- 
tions, Consvlidated Balance Sheet, 
Consolidued Statement of Capi- 
fal in Jéxcess of Par Value and 
Consolidated Statement ef Re- 
tained Kai nings 


4 e alee sae 


Omitted because inapplicable or Wie answer is nepative, 


° PREUAINAIY PROSVREPUS DARED JURY 29, WO9 
PROSPRGEGTEUS 2 16 
ie teat 200,000 SHARES 
ta 35 ™ . : : ‘ 
@ ties Chelsea Tlouse Educational Communications, Ine, 
ae a ine Common Stock 
fie Peg (Pat Value $.01 per share) 
Bee : Prior to this offering, there has been no public market for the Company's Common Stock. a 


The initial public offering price has been determined by the Company, and has no relationship 
to recognized criteria of value, such as boc value, sales or earnings. 


SO ee 


, Hid TIESE SECURITIES NAVE HOT BREEN APPROVED OR DISAPPROVED BY THLE 
ray: be aes SECURITIES AND KACHANGE: COMMISSION NOR HAS THE .COMMISSION 
i belts PASSED UPON TIE ACCURACY OR ADEQUACY O} TIE PROSPECTUS. 
ee oa ANY REPRESENTATION FO THE CONTRARY 18 A CRIMINAL OFPINSE. 


This offering involves: 
(a) Srecia! risks concerning the Campany. For information concerning such 
risks, sce “Iniroduciory Statement”, page 3. 


(b) Immediate substantial diliztion ef the book value of the stock from the public 
offering price. For information concerning such dilution, sce page 4. 


The Company is offering hereby up to 200,009 shares of its Common Stock at a price to 
the public of $10 per share. The nature of the Company’s offcring is such that unless payment 
for at least: 100,000 shares of the Connon Stock of the Company is reccived on or before 


dealers. There is, however, no arrangement with any broker-dealer to sell any of the Common 
Stocl: offered hereby. To the extent that shares are sold through broker-dealers, the Coinpany 
wil] pay the ordinary end usual commissions charged for transactions in the over-the-counter 
marixet, which are estimated at § per hundred, shares. 

Based upon the foregoing, assuming that all of the Cornmon Stock issued pursuant to this 
prespectus was sold by officers, directors and employees, to whom no discount or commission 
would be allowed or paid, the Company would receive gross and net proceeds of irom $1,000,600 


(if 100,000 shares were issued) to $2,090,000 (if 200,000 shares were issued). Assuming that all 


Bt pond Sa , 1969, the Company will not sell any such shares. (See “Nature of the Offer of 
“S zy + Common Stock”). 
a B os The shares will be sold directly by off ers, direct» ”s and employees of the Company (who 
=~ 33 will reccive no discount or comimission for their efforsy, and may also be sold through brol.er- 
«a 
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FS ft + such shares issued were sold through broker-dealers, the Compeny would receive grocs pro- 
Is * s.:: ceeds in the same amount as set forth above, but would pay commissions ranging from 
Rew" §$ (if 100,000 shares were issued) to $ (if 260,006 shares were issued), and 
Rio. accordingly would receive net proceeds of from $ to $ . In the event that less 
wk than 109,009 shares were sold by the Company, the Company could nevertheless have incurred 

Show brokerage commissions of up to $ . In addition, the Company will incur expenses 

* ese with res’ 2ct t> ‘his offer (other than brokerage commissions) estimated at > ‘ 
a= OfMicc.s. directors, employees and broker-dealers who engage in the sale of the Common 


Stock may be deemed to be ur Jerwriters as defined in the Securities Act of 1933. 
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+ The above shares cf Common Stock are being offered by the Company, subject to prior 
Ve sale and to wichdrawa! of such offer, or to rejection of orders in whole or in part, without notice, 


and subject to the approval of certain legal matters. 


oe 
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Tho date of this Prospectus is » 1969. 
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No person has been authorized to give any information or to make any representations in 
connection with this offerings: other thin those contained in the Repistration Statement contain- 
ing this Prospectus. Th piven or made, sue hh representations must not be relicd upon as having 
been authorized by the Company. This Prospectus shall not constitute an offer to sell or the 
solicitaiion of an offer to buy, nor shall there be any sale of these securities, in any State in which 
such offer, solicitation or sale is unlawful, 

Until , 1969 (90 days following the date of this offering) all dealers effecting 
transactions in Uhe registered securities, whether or not participating in this distribution, may 
be required to dcliver a Prospectus. 
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NATURE OF SSUES OFFER OF COMAION STOCK 


The offer of up te 209,000) shares of Connnon Stock of the Company made hereby shall extend 
from the date hereof until 3:00 PM. New York City tine, , 1969. Veoat that 
time, the Company has not received payment for an arsegate of at Jeast 100,000 shares of stock, if will 
return the payments made on account of the purcheses of such stock, and wall dechire the offer with- 
drawn. Vending final disposition of such payments, the moneys received by the Company will he held in 
a special acecunt with Chemical Bank, New York, N.Y. 


Commencing on the date on which the Company receives payment for the 100,000th share of stock 


offered hereby, it shall promptly transmit certificates for shares of Common Stock to the purchasers thereof, 
and will continue to transmit certificates as purchases are made, until 


Persons who wish to purchase shares of the Common Stock offered hereby may do so by remitting 
payment therefor in an amount equ hte $10 for each share to be purchased, to the Company at its office at 
70 West 40th Street, New York City, New York 10018. All payments must be made by check or moncy 
order. In addition, orders for shares offered hereby may be placed through brel: ors. Each payinent shall 
constitute an irrevocable offer to purchase by the purchaser. 


THE COMPANY 


Chelsea House Educational Communications, Inc. is engaged in the publication of bocks and the 
production of films pertaining generally to the ficlds of history, the social sciences and the arts. Until 
mid-1968, all of the Company's revenucs resulted from sales io the educational market of multi-volume 
reference works, published under the name “Chelsea JTouse Publishers”, During the past year, the Co:n- 
pany has entered the field of hard-cover and paperback books for sale to the consumer market. In the fall 
of 1968, University-at-Large Programs, Inc., a subsidiary of the Company, began to market 16 millimeter 
sound and color educational films. In addition, the Company recently began producing a series of Super § 
millimeter fihn cartridges, for sale with audio-visual rear screcn projectors to schools and libraries. 


Most of the Company’s multi-volume reference works are distributed by McGraw-Hill, Inc. and 
R. R. Bowker Company. Random House, Inc., has contracted to distribute the Company’s hard-cover 
and paperback books and Sterling Movies, Inc., distributes certain of the 16 millimeter films. The Com- 
pany also engages in direct mail selling of its books and filins. 


The Company was organized under the laws of the State of New York on November 3, 1955, as 
Lochsley Hall, Inc., to succeed to the business conducted by 2 general partnership formed in January, 
1966. On June 20, 1969 the Certificate of Incorporation was amended to change the name of the Company 
to Chelsea House Educational Communications, Inc. The Company owns 9596 of the outstanding capital 
stock of University-at-Large Programs, Inc. The term “Company” as uscd herein shall be deemed to 
include both Chiclsea House Educational Communications, Inc, end its subsidiary. The Company main- 
fains its principal executive office at 70 West 40th Strect, New York, New York 10018. 


INTIODUCTORY STATEMENT 
In analyzing this offering, investors should carefully consider, among other factors, the following 
y2ing s ) ’ 5 8 
matters: 


1. The Company is in competition in all areas of its business with a number of large book 
publishing and educational film production organizations, many of which have resources consider- 
ably Jarger than those of the Company. 
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2. Mort of thé Company's. produets-are currently being distributed by major hook publishing 
and film organizations, Jlowever, there is ne assurance that in the future the Company will continue 


ty be able to sceure distribution arrangements with these or similar comyprnies, 


3. ‘The Company is expanding: its business into several new fields of operation, and there can be 

no asstirance that its products in these fields will meet with market acceptance, 
) i 

4. Many of the Company's preducts are sold to cducational institutions which are dependent to 
sone extent upon government subsidy for furds. ‘There js no assurance that such government sub- 
sidics will continue in the future. 

5. Prior to the offering made hereby, the four principal sharchalders of the Company owned in 
the agerepate approximately 899, of the outstanding shares of Common Stock of the Company. 
Following this offering, they will own approximately 6976 of such outstanding shares and will be 
in the position to elect all of the directors of, and otherwise to control, the Company. 

6. One of the Company's publications, The 1897 Scars Rocbuck Catalogue, contribuied 
substantially to the Company’s sales and earnings for the fiscal year ended October 31, 1968 and the 
six months ended April 30, 1969. There is no assurance that this book will continue to sell as well 
in the future or that the Company will succeed in publishing other books which. will meet with 
equivalent market acceptance. 

7. At April 30, 1969, $256,801 of the Company’s assets (net of related amortization), equal to 
116% of the Company’s net worth on that date, represented costs of producing cleven educationa 


16 mm. films. Although the Company has realized total revenues to April 30, 1969 ot $192,309 from 
sales of two of such films, there can be no assurance that the Company will be able in the future to 


realize signiGcant sales on account of its educitional 16 inm. films. 


8. In the event that the Company sells less than the entire 200,000 shares offered hereby, it 
pany ) 


will receive proceeds in an amount Iess than its management dcems desirable to fund projects 


proposed to be undertaken by the Company. Certain of such projects would have to be cancelled 
or curtailed, which might have a materially adverse effect on the Company’s operations. 


Dilution 


The net tangible book value as of April 30, 1969 of the 699,969 shares of Common Stock of the 
Company outstanding immediately prior to this offering was $.31 per share. After giving cfiect to 
the sale of 200,009 shares of Common Stock to the public and the receipt of net proceeds of approximately 


$ , such book value would be approximately $ per share, which would similarly be the 
bool: value of the shares purchased by the public at $ per share, and thus there will be an imunediate 
dilution of $ per share in such tangible bool: value to the purchasers of the shares ofiered hereby. 

In the event that the Company sells only 100,000 shares to the public, it would receive uet procecds 
of approximately $ , and the net tangible book value of the 669,969 shares of stock outstanding 
immediately prior to this offering would be app oximately $ per share, which would similarly 
be the book value of the shares purchased by the public at $10 per share and thus there will be an 
immediate dilution of $ per share in such tangible book value to the purchasers of the shares 


offered hereby. 


Further dilution may occur upon the exercise of options granted and to be grant Sursuant to the 
Company’s Qualified Stock Option Plan (See “Qualified Stock Option Plan”). 


ty $ 


USE OF PROCEEDS - 20 
The Company exports to incur costs over the next two years in the production of the following 
projects (see “Pusiness”) : 
Proje ct estimated Cost 
& Multi-voluine reference works (approximately 14 tithes) .. $1,000,000 
Multi-subject dictionary .ecececeeceeeer scene erouaseles ra 700,006 
Consumer books ...---6+ SF ah ths Och ei aeaneta ls igns Tatars 300,000 
Supcr 8 mm, sound film CATIVIQ ROS. 55.40 cco tieiew evens ob.ae 175,000 
16 mm. etucational films (approximately 12 films) ...++- 240,000 
e RORY cia Kea eeieaG eaeee $2,415,000 
Net proceeds ranging from approximately $ to $ will be received by the 


Company after payment of expenses hereunder, All of the proceeds from the sale of the Comu.on Stock 
being: offered hereby will initially form part of the Company's working capital, and will be appked 


together with any internally generated funds to finance a portion of the costs set forth above and for 
a other cor cate purposes. Pending appheation of the proceeds in the manner described, the Company 


may invest such moneys in short-term debt securities. 
CAPITA LIZA PION 
The capitalization of the Company at June 30, 1959, and after giving effect to the sale of 200,000 
shares of Common Stock pursuant to this prospectus, is as follows: 


@ Authorizes Issued As Adjusted 
Note payable to bank(1) 2.0... eee eee eee — $ 60,009 $ 60,000 
7Y4-8VY% Notes payable 2.0.2... eee eee ee — 75,060 75,000 
690 Note pavable of subsidiary(2) ......+- — 41,400 41,400 
4¥A9o Sinking Fund Debenture, due January 
POSS Cy oicsna eine baie aloteine ab Alen jeeps — 130,000 110,000 
Common Stock, $.01 par value .......-- .. 2,000,000 shs. 699,069 shs.(4) £99,969 shis. (4) 


e (1) Bears interest at a rate of 19% above the prime rate as the same may vary from time to time. Sec “Descriptioa 
of Sccuritics” herein. 
(2) An installment in the amount of $13.809 which was due May 1, 1969 has been contested by the Company and has 
not been paid. See “Pending Litigation” aud “ Zusiness—Icducational Films” herein. 
(3) The debenture, held by Andrew LE. Norman, an officer and director of the Company, is subordinated to all 
indebtedness of the Company to banks and other lending institutions. 
for issuance pursuant to the Company’s Qualified Stock Option Plan. 


(4) Not including 25,00 shares reserved 1 
@ With respect to the Company's obligations under Jong-term leases, sce “Property and Employees”, 
and Note 7 of the Notes to Consolidated Financial Statements. 

References in this prospectus to number of shares of the Common Stock of the Company have been 
adjusted to reflect the issuance effective June 20, 1969 of 1879.25 shares for each share outstanding 
at that date. 

© DIVIDENDS 

On May 24, 1967, the Company declared a dividend on its Common Stock in the amount of $.05 
per share. 

The Company has not declared any dividends on its Common Stock since May 24, 1967. It has 
been the Company's policy to utilize carnings to finance its growth and it is anticipated that the Com- 
pany will continue to do so. Furthermore, under the terms of its 414% Sinking Fund Debenture due 

@ January 31, 1983, the Company may not pay cash dividends on its Common Stock prior to November 
1, 1971, and may not thereafter pay cash dividends unless sinking {nnd obligations or other specified 
payments with respect to the debenture have been satisfied (see “Description of Securities’). 


"Phe following: can calidited lebenent ef apetatiens of Cle ne t Phennar Plone ationael Ce ramarin ate ans, 
Tc, pied sub idiany Compo, fer the yeu coh Ghtober J2, 2965 and the pro fanaa can eed toed state rnent 
ef operations ef the predece con parties Vipe uted Sabelapter S cerpenatian fo the tem meenth cubed Ct te 
Der 0, re aid yen ended Oh tehen at, Pos has beet esamined by Dice Waterhete & Co, miley veleut 
Recemmtonts, whole epinien Gubeche ts subjcet te the pe solution of the contingency as descnik din Note 7 
fo the con obhated: fircune tel steatenmc nits ) ots tee lided elsewhere in this prospeetins. Jie the eponien ef the 
Company, the unaudited statement of eperation, for the six manths ended April JO, 18 aad PG ine 
chides all adju tinents con tig: only ef nermal and recureing adju tinents, necessary fon a fait presenta 
tion of the results ef operations fer such) p bids. ‘The statement gives effect to certain pros ferma 
adjustincuts desevibed in Note Pobetaw, Phe re lis of aprrations for the six months ended Apad oo, we 
are nat necessarily indicative of the results of operations for the fall fiscal year end: October 31, 12. 
The statenent sheuld be read in conjuaction with the other financial statements and notes thereto included 


elsewhere in this Prospectus 


Ten months Year ended Six months ented 
ended October 31, April 39, 

Octeber U1, -_----— -_——_- 
1966 1967 1958 1958 1909 


Tro! yina (Note 1!) (Unausited) 
Bales ciccccccrssvsncssocecrvescsteceues i-se009s 6608s $ 68,972 $229,654 $535,093 *  $ 18,180 $1,055,373 
Jess sales cocnmissions ......+++ ERP rape es or Z G95?) ah _ 097,851) 
Net sales 68,972 229,654 466,135 18,150 607 £22 
Other income _— — _ 12,058 NS — 
(8,972 229,654 478,204 19,325 £67,F22 
Costs and expenses: (Note 11) 
Direct costs and operating, expenses ...ceeee cere eeeee 34,676 91,178 189,813 8,733 395,938 
Selig, g.cverat and administrative (Note 4) .-.ee eee 31,290 103,517 318,555 107,847 259,135 
BUCTESE oc ccccccccecescecssccocvcscncserevcesoseess 135 $16 6013 493 &,012 
@,101 195,211 $14,451 117,093 $71,028 
Income (loss) before provision for income taxes and = cr 
extraordinary iienis ..... toatl soles 50 nis wie a omen 2,871 4,443 (36,247) (97,76S) 235324 
Provision for income taxes:— 
Federal: 
Due currently 600 §,000 ae — 26,000 
Wooler red occ ccccvcdccciacecsncesccececoncessesves =~ - a 769” 


State and local: 
Due currently 


Deferred ...ccccccscsccccccccscscvcvccccesssseves 
Income (loss) before extraordinary item .....+++seeee ° 
Ea‘raordinary item—ineome tax reduction resulting from 
utilization ef loss carryforward (Note 3) ..ccceceees A 
Net income (Juss) for the period ....+-seeeeeeee soeeve 
Average pumber of shares outstanding ......+-++eeeeees $63,775 $63,775 638,945 655,714 676,539 


Per share of common stock, based on average nt 
shares outstanding aftcr giving effect to recapit 
(Note 4): 


Inceme (loss) before extraordirary item ...-++.++ a) ae $.% $(.05) $(.15) $ .16 
Extracrdinary item ...ccceeceeecereeeeerenceenees — _— cod a 03 
Net imco:ne (loss) for the period .....-+ Saseaeatee $ 01 $ 04 $(.05) $(.15) $ .19 
ae . —————4 ———— =—_—_ =—=— 
Dividend ........- ‘sbbteeseeeeReeHTeESes $0000 base $ .05 
—— 
Notes: 
(A)  saupate note references are to Notes tu Consolidated Financial Statements appearing elsewhere in this 
ruspectus. 


(B) Pro forma adjustments consist of the following : 
Ten months 
ended Year ended 
October 31, October 31, 
196 1967 


Net income of predecessor partnership and Sub- 
chapter S corporation before pro forma 


adjustments 0.26.02 ceeeeeeeereeeeeeeeees $ 1886S $ 30.443 
Less pro forma adjustinents : « 

Salaries of the partners .......-.ee rere eeeee 16,197 - 

Provision for federal income taxes .....++-- 0 8,000 
Pro forma net income as above ......++- sevee $2071 —-$ 22,443 


The statement inchotes the results of operations of the business operating as a partnership (during 
months emvied October 31, 1666), as a corporation asaikag itscli of the provisions of Subchapter § of the Interral 
Keveune Code whieh pornat the Genings of heses of a corporation ta be passed directty to its share! ulises’ 
indi dual tex setures Gtariet the fiscal year ented October My, 1667) awl as a corporaten subject ty fe tera 
brone taxes thereafter, The adjustinents inci: te provisions jor federal income taxes which would have toon 
payable had the comyp.ny boon tuved at appleaine corporate tates and salaries and dawns of the purteets ttur 
the ten months ended October 31, 196) which have Leen included in selling, general and alimiuusteative expenses 


The increase in sales and net income during the six months ended October 31, 1968, and the six 
months ended April 30, 1909, in comparison with previons per iods, is attributable primarily to the following 
factors: (1) in July 1968 the Company commenced marketing The 1897 Scars Roebuck Catalogue, which 
produced press stles of $296,008 from July 1908 ty October Jt, 1068, and S887,000 during the six months 
ended April 30, 1909 (2) in 1S the Comyxiny entered into contracts with MeGraw-1hill, Ine., ander 
which it bopan to record, on a percentigre of completion hasty, payments received or te he received trom 
McGraw-Hill for co-publication rights, (3) during: the scoond half of TOS and the first half of 1009, the 
Company commenced selling, multi volume reference works which were in the developmental stage priot 
thereto and (4) in 1909, the Company commenced selling ity De am. education flay reels, See “Muyiness.” 
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BUSINESS 


The Company is engayed in the publication of backs aad production of films for sale primarity to 
libraries, colleges and schools, Until mid-JOGS, all publications sold hy the Company were multi-velame 
reference works published under the name “Chelsea House Publishers”, which product stil accounts 
for a large percentage of the Company's sales and carnings (see “Contributions to Gross Revenues 
herein). Jn July 1968, the Company began the publication of hard-cover books for the consumer market, 
and revenues from the sale of one of the Company's hard-cover consumer books contributed suhotantiall 
to the Company's gross sales during the fiseal year ended October 31, 1968 and the six months ended 
April 30, 1969. The Company has also recently developed a series of film cartridges and a serics of 16 
millimeter flns for distribution primarily to the educational market, and is preparing a line of paperback 
consumer books expected to be ready for distribu i 1 by Fall 1969. 


Multi-volunne Reference Works 


Gencral 
The Company’s multi-volume reference works are typically designed to make available in one coliec- 

tion to students, teachers and researchers, widely dispersed documents, interpretive and analytic esstys, 
and other materials, indexed and placed in historical context by leading authorities. As at June 20, 
1969, the Company had published, under the name “Chelsea House Publishers”, a total of seven multi- 
volume reference works dealing with various sub jects pertaining to the soci:] sciences, particularly in 
the fields of history, law and the judicial process. The works range from two to five volumes and from 
70 to 3,264 pages in Jength, and from $27.50 to $125 per set in retail price. Such works gencrally con- 
sist of cither (1) a collection of documents pertaining to a specific subject, edited and with text by 
recognized authorities on the subject or (2) a collection of essays (supplemented, in some cases, with 
documentary material) on a particular subject by authorities under contract with the Company specifi 


cally for th work, and edited by a recognized authority. 


The seven titles currently being marketed are: 


Authored or Introductory Essay and/or 
Title Edited by Editorial Supervisien by 
The State of the Union Messages of the Presidents Fred L. Isracl Arthur M. Schlesinger, jr. 
1789-1966 (3 vols.) 
Major Peace Treatics of Modern History (4 vols.) Fred L. Isracl Arnold Toynbee 
Messages and Papers of Jefferson Davis and the James Richardson Allan Nevins 
Confederacy (2 vols.) 
The History of British India (4 vois.) James Mill John Kenneth Galbraith 
The Documentary History of Banking and Currency Herman Kroos Paul A. Samuelson 
(4 vols.) 


The Justices of the U. S. Supreme Court, 1789- Leon Friedman, Louis IH. Pollak 
1969: Their Lives and Major Opinions (4 vols.) Fred L. Israel 
Statutory History of the United States (first 4 vols. Bernard Schwartz, %ernard Schwariz 


in serics) Robert Stevens, 
Robert }*. Koretz 
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Jn addition to titles currently in publication, the Company hes entered into contracts with editors or 
authors for the publication of dleven additional multi volume tides, eiysht of which are expected to be 
ready for distribution between tre winters of 109 and the spring of 1970, including the following 
representative tithes: Docmmentary istory of U.S. Conservation (5 vols.) ; Jlistory of Presidential 
Elections (4 vols.) ; Documentary History ef U.S. Moreiqn Policy: 1915-1970 (5 vols.) ; Majer Dear 
sncnts of British Iistory: 1688-1970 (4 vols.) ; Documentary History of the Third Reich: 1932-1915 
(4 vols.) and Foundations ef Quantun: Physies (3 vols.). 


The Company is also undertaking publication of a basic defining reference source on all the social 
scicnce disciplines, including sociology, psychology, economics, historiography, statistics, archacology, 
and anthropology, io be entitled the Dictionary of the Social Sciences. The title is expected to be 
completed in Fall 1971 at an approximate cost of $700,090. 


Production 


The Company undertakes all steps necessary to deliver camera-ready copy (i.c., the manuscript 
in cither page-proof or film form ready for manufacture) of each nulti-volume reference work which it 
publishes. ‘Che Company selects the title, hires the editor and authors, acquires and organizes the: mate- 
rials for the manuscript, and handles the details of preparing the manuscript, micluding the copyreading, 
proofreading and typesetting. Editors and authors are generally paid by the Company on a fee, rather 
than a royalty, basis. The time required in preparing a manuscript has ranged from three to iwenty-four 
months. 


With certain exceptions, the manufacture and distribution of the books and related advertising or 
sales promotion are undertaken and paid for by other publishing houses who have agreed to distribute 
the books. In the case of certain titles, the Company's production costs are financed by advances from 
such distributors (sce “Distribution” hercin.) 


Distribution 


The Company’s niulti-volume reference works are sold primarily to colleges, schools and librarics. 
Of the seven multi-volume reference book titles which are presently being sold, four are being distributed 
pursuant to contracts with cither McGraw-Hill, Inc. (“McGraw”) or R. R. Bowker Company (“Bow- 
ker”). Two other titles were bought outright by Bowker and the seventh is being distributed by the Com- 
pany through direct mail sales. Furthermore, the Company currently has contracts with McGraw for the 
distribution of four additional reference titles, which are in various stages of preparation. 


Under its arrangements with McGraw, the Company enters into a separate contract with respect 
to the publication and distribution of cach title accepted by McGraw. These contracts require the Com- 
pany to deliver camera-ready copy to McGraw by a certain date. McGraw is given sole distribution vights 
{o the title, and is required to manufacture and distribute the title at its own expense. Typically, 
McGraw makes an advance payment for the right to distribute a certain number of copies, payment being 
made as follows: (1) an amount upon the signing of the contract, (2) a progress payment, and (3) a 
sum upon delivery of the copy. Jn event of default in delivery of the camera-ready copy, such advances 
would lic required to be returned. McGraw has the right to require revision of the copy. As to any books 
distributed by McGraw above the nymber covered by the advance payment, the Company receives 50% 
of McGraw’s net profits (2s defined in the contracts) from the sale of the books. 
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Under the Company's arranecments with Bowker, Bowker undertakes the manufacture and) pro- 
motion of the title which it is distributing (The Justices of the U.S. Supreme Court, 1789-1909: 7 heir 
Lives and Major Opinions, 4 vols.), and pays all editerial production, mraumfacture, Cstibution aud 
advertising costs. The net receipts from the sale of the tithe will be applied te renobur:¢ Jowher for its 
editoritl, production, manufacturing, distribution and advertising costs, and thereafter the Company will 
receive 5056 of the net profit. 


Since distribution contracts with McGraw and Rowker are entered into on the basis of individual 
projects, there can he no assurance that any of the Company's future projects will be accepted by either 
of them for distribution, or that the relationship with cither or both of them will continne. Since at the 
present the Company has no sales force, if the arrangements were discontinued, the Company would either 
ittempt to secure an arrangement with other publishing firms or undertake the distribution itself through 
firect mail distribution and/or by creating a sales force. 


Consumer Publications 

The Company began publishing hard-cover books for sale to the consumer market with the intro- 
duction of The 1897 Sears Rocbuch Catalogue in July 1968. As of June 30, 1969, the Company had sold 
105,00 copies of that title. Between late May and mid-July 1969 the Company published the following 
four additional titles, for which no sales figures are currently available: Jack Johnson is a Dandy: An 
Autobiography; The Warren Court: A Critical Analysis; Argument: The Complete Oral Arguinent Be- 
fore the Supreme Court in Brown v. Board of Education of Topeka; and The Handbook of Gasoline 
Automebiles, 1994: Five additional titles (including The Drawings of Clacs Oldenburg, The Drawings of 
Roy Lichtersteis and The Alpine Affair—a suspense novel) are in preparation and are scheduled to be 
published in the- Fall of 1969. 


The Company undertakes all the steps in the preparation and manufacture of such books, from sclec- 
tion of topics through printing and binding the book (the printing and binding is handled for the Com- 
pany on a contract basis by various printing houses). The Company itself initially handled distri- 
bution of its first consumer publication through solicitation of mail orders. Howaver, since the Fall of 1968, 
that bool: and the remainder of its hard-cover consumer books currently being sold are, and future hard- 
cover’consumer books will be, distributed pursuant to a contract with Random Mouse, Inc. Under tlie 
contract, the Company pays a commission based upon the amount billed to retailers plus a percentage 
of the amount of credits on books returned to the Company. In addition, Random House makes advance 


payments against anticipated distribution revenues. The contract is terminable at will. 


The Company is in the process of preparing a line of paperback books, three of which will be pub- 
lished by Fall 1969, The boolss will deal with various subjects and will be sold to the consumer market at 
retail prices ranging from $1.95 to $2.95. Pursuant to the abave described contract with Random House 
the Vintage Books division of Random House will distribute, under the name “Chelsea House/Vintage”, 
all of the Company's paperback consumer titles. Random House will receive, as a distribution commission, 
a percentage of the amount billed to the retailer, In addition, the Company may sell certain of such titles 
through direct mail and advertising solicitation. 


Educational Films 
Film Cartridges: The History Machine 
As at July 31, 1969, the Company had produced approximately twenty-five Super § mm. sound tin 
cartridges dealing with significant historical events of the 20th century, and directly related to the 


r4 


™, 


1) 


rate 


study of American history for that period, The fils are from five to seven minutes in dength and are 
designed to be uscd with a vearesereen projector, which is a small machine resembling a television sct 


Woappearance, and which is readily adyptal’ to ehkissteont use. The Company is eorrenthy: offering for 


delive ie Pad POG, forty suche carta pebese aivelild Mark VV Projector for a total price of $2,259, 
The Company is marketins this product under ' une "The Ditory Machine’. The filins canbe produced 
in other types of evatridpes for showing on ra. a/er front screen projectors of other mahes and on video 
tape. The Company is curently conducting me. ‘ations with several finms with respect to the distribu 


tion of its film cartridge packase to the educational and institutional market 


The Company has begun work on a similar series of sound film cartridges covering Muropean | 
tory and expects to have produced filly cartridges on that subject by Spring 1970. The Company is alco 
planning to produce additional cartridges in the American history series and on poetry and other subjects 


16 Millimeter Filns: University-at-Large Prograins, Inc. 


Through its 969a-owned subsidiary, University-at-Large Programs, Inc. (“University”), the Com- 
pany produces 16 mim. sound color films for Jease and gale to the educational market. The films are 
gencrally 30 minutes in length and have # synchronous sound track. Lach film features a recognized 
authority ina field such as drama, literature, the arts, and social sciences or history, who presents a imajoz 
thesis, argument, or analysis of his ficld of expertise. University enters into contracts under which 
the Company pays cach authority a retainer and a royalty. General direction of the program is exercised 
by University’s president, Arthur M, Schlesinger, jr. The production of the films is carried out }; 
independent film makers under contract to University, and under University’s supervision. University 
owns all rights to the films, except that University has pledged two such filuis, and revenues derived 
therefrom pursuant to its contract with Sterling Movies, Inc. described below, to a bank to secure 
repayment of a note in the amount of $69,000. See “Description of Sceurities.” 


As at June 30, 1969, the Company had produced nine such films, entitled John Kenneth Galbraith: 
The Jdea of the City; Afarshall M{eLuhan: Picnic in Space; Arthur Schlesinger: Roots of the Cold Wer; 
Harold Ciurman: Ideas on the Theatre; Jerome Bruner: What Melkes Man Human; Jerome Briuncr: A 
Time for Learning; Hello Darwin; Euckminster Fuller: Mon end the Universe; and Josef Albers: 
Homage to the Square. The tilms are sold at a retail price of approximately $360, and are rented at a rat 


of $40 per showing. 


Initially the Company rented and sold the films through direct-mail solicitation. On December 9, 
196S the Company entered into a contract with Sterling Movies, Inc. (“Sterling”) under which Sterling 
was granted the exclusive right to distribute two of the above films to educational institutions in the 
United States, with Sterling to receive a commission based on the retail sales or rental price. Under the 
contract, Sterling pays all the costs incurred in the distribution of the films and guarantees the purchase 
of the first 200 prints of each such film. The Company is presently negotiating with Sterling with respect 
to the distribution rights to the other seven films which the Company has produced. As at June 30, 1959, 
the Company had conducted no sales efforts with respect to the seven films not covered by the Sterling 
contract, and its sales and rentals with respect to such films were negligible. 


The minority sharcholder of University has a right to 290 of the net profits after taxes of University. 


Film Library 


On May 17, 1968, the Company purchased a stock film library for a price of $58,809, $17,400 of 
which has been paid. ‘The library contains approximately 7 milhon feet of film dealing with news events 
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institutions and libraries, although, at the present time, there is no competing series of sulvtantially 
sioilar material, Jn the field of 16 mm. educational films the Company competes with mumerous firm 
which offer films of this kind to the educational market. In addition, at least five inajer publishers have 
been producing, on a long term basis, documentary and/or educational films for the educational and 
institutional market. Many of such firms and publishers have financial resources considerably huge 
than those of the Conmypiny. 


MANAGEMENT AND CONTROL 


The directors and executive officers of the Company are: 


Name Position and Office 
FIASOW) SACI isc vcd Sees Wal eens eeeaie President and Director 
TRODEPE TICES cadswcteehereneacneeeeee Chairman of the Board, ‘Vreasurer and Director 
Jack Oppenheim 22... cece eee e cece eeeee Vice President and Director 
Psuirtes Te OTM feces cccsacaseeuees Vice President and Director 
Stephen Wise ......cccecccceseceseses Vice President and Director 
Jeffrey Steinberg ........6-- er eee y .. Vice President 
Stuart A. Jackson 2. .csccecsecsesvccsces Secretary and Director 
Asthur M. Schlesinger, jr. occ csiccses vee Director 
Dred bi. TA00G 6 cciwesjcaecuss fb; mens Director 


Mr. Harold Steinberg has been president of the Company since its incorporation in November 1966, 
and from January 1956 until that date was a partner in the Company's predecessor. For more than five 
years prior: thereto he was public relations dircetor of the American Jewish Conmnittee and Cominentary 
magazine. He also has held positions as journalist, film scriptwriter, speech writer and producer. Mr. 
Steinberg attcnded City College of New York, Brookiys College and the New York University School 
of Law. 


Mr. Robert Hector has been Chairman of the Company since its incorporation in Noveml.cr 1966, and 
from January 1966 until that date was a partner in the Company's predecessor. From 1964 to 1965 Mr. 
Hector worked in the theater as a business manager and a press agent. He has also contributed articles to 
magazines and worked on editorial projects with Crown Publishing Company and Grossct & Dunlap, 
publishers. 


Mr. Jack Oppeulicim joined the Company's predecessor as a partner in September 1966, and has 
been a Vice President of the Company since November 1966. Mr. Oppenheim was a practicing attorney 
from 1958 through “eptember 1966, and is a graduate of the Harvard law School. 
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MANAGEMENT AND CONTROL 
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The directors and executive officers of the Company are: 


Name Position and Office 
FIATOHL QUCINDET Eo. ote ce eetveeene tens President and Director 
POOREST POCO ka. 5 ph odd aaE ER eee . Chairman of the Board, Treasurer and Director 
FORE SIO ORA DEIN oh ind <x ceed Schone Vice President and Director 
PANO DUCT cde xacsectweess Vice President and Director 
PME PRUE bo id eee buncedeosewnnens . Vice President and Director 
CTETES STRICT hn 0.4, divsin. bein Ww oleae .. Vice President 
NATE A, TRERION: bcs ev cass omeceseness Seerefary and Dircctor 
Arthur M. Schlesinger, jr. ........2600- Director 
to AGE DR rae air aee ern e reoe Er Director 
Mr. Herold Steinberg has been president of the Company since its incorporation in November 5, 


and from January 1966 until that date was a partner in the Company's predecessor. For more than five 
years prior: thereto he was public relations direcior of the American Jewish Comunittee and Coiiicitary 
magazine. He also has heid positions as journalist, film scriptwriter, speech writer and producer. My. 
Steinberg attended City College of New York, Brooklyn College aad the New York University School 
of Law. 


Mr. Robert Hector has been Chairman of the Company since its incorporation in November 1966, znd 
from January 1966 until chat date was a partner in the Compauy’s predecessor. From 1961 to 1966 Mr. 
Hector worked in the theater as a business manager and a press agent. He has also contributed articles to 
magazines and worked on editorial projects with Crown Publishing Company ar srosset & Dunlap 

£ 1 worked on ed 1 ject th Crown Publishing Comp and Grosset & Dunlap, 
publishers. 


Mr. Jack Oppenheim joined the Company's predecessor as a partner in September 1966, and has 
been a Vice President of the Company since November 196. Mr. Oppenheim was a practicing attorney 
froin 1958 through September 1966, and is a graduate of the Narvard Law School. 
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Mr. Andrew JE. Norman has been a Vice President of the Company since December 21, J968. ries 
thereto he was associated with the United States Office of Keonomic Opportunity, Community Action 
Program, 166 1968; end was Assochite Miter of Current magazine, 1900-1965, Mr. Norman is ato 
a Director of Abacus Fund, Jnc. Mr. Norman is a graduate of Marvard College and the Tarvard Jw 
School. 


Mr. Stephen Wise has been employed by the Company since Octeber 1968, and has been, V 
President of the Company since June 13, 1969. For more than five years prior thereto, he was a Vi 
President of Commodity Chartering Corporation, an owner, charterer and broker of scogotig oil tue 
and dry cargo ships, and also Director of Chartering for all subsidiary « mypanies of Seatrain Lines, Ty 
He is a member of the Board of Directors of Volume Merelandise. 

Mr. Jeffrey Steinberg has been employed by the Company since Decanber 1967 and has been 
a Vice President of the Company since June 13, 1969. Prior to that, he was managing editor of Jia 
magazine, editorial director of New York Scenes and a contributor and {ree lance writer for a muinl 
of magazines. He attended the University of Pittsburgh and New York University 


Mr. Stuart A. Jackson has been Secretary of the Company since June 13, 1969. Me has since 1957 
been associated with or a partner of the New York law firm of Royall, Noegel & Wells, general coun cl 
to the Company. 


Mr. Arthur M. Schlesinger, jr. has held the Albert Schweitzer chair of Humanities at City U 
versity since September 1967. Prior to that he was Professor of History at Marvard University, and 
was advisor to Presidents John 7. Kennedy and Lyndon B. Johnson, 1961-1964. He has twice won the 
Pulitzer Prize and is the author of numerous books on contemporary affairs and American history, in- 
cluding The Age of Jackson, The Age of Roosevelt and A Thousand Days. Mr. Schlesinger has also 
been president of the Company’s subsidiary, University-at-Large Programs, Inc., since June 1967, 

Dr. Fred L. Israel has been a member of the Department of History at City College of New York 
since 1956, where he is now an Associate Professor. He holds a doctorate degree from Columbia 
University. He is the author of Key Pittman, a biography, and has edited numecrous historical worl 
Remuncration 

No officer or director of the Company has reecived more than $30,009 per annum in direct remuner- 
ation from the Company since its founding. 

The aggregate remuneration paid during the fiscal year ended October 31, 1968 by the Company 
to all officers and directors as a group (five persons) was $75,551. No officer or director is to receive 
remuneration for the fiscal year ending October 31, 1969 ai an annual rate in excess of $30,000; however, 
see “Certain Transactions.” 


The Company has entered into contracts to employ Messrs. Hector, Harold Steinberg and Oppenhciin 
as Chairman and Treasurer, President and Vice President, respectively, commencing July 1, 1969 at a 
salary of $18,000 per year until October 31, 1969, $25,000 per year for the 12 months enuing October 
31, 1970, and $30,000 per year for the 12 months ending October 31, 1971. The Company has also 
entered imo a contract to employ Mr. Norman as Vice President commencing July 1, 1969 at a salary 
of $13,000 per year until October 31, 1969, $20,009 per year for the 12 months ending Octuber 31, 1970, 
and $25,000 per year for the 12 months ending October 31, 1971. In addition, the Company's subsidiary, 
Universiiy-at-Large Programs, Inc., has an employment contract with Mr. Schlesinger as described 
herein and certain officers and directors of tle Company were issued shares of the Company’s Common 
Stock in consideration for services reridered to the Company (see “Certain Transactions”). 
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Qualified Stock Option Phan 


The Company has in effect a Qualified Steck Option Man (hercinafter called the “Vian"), which 
beeame effective June 14, 1909, upon approval by the shareholder 


The Plan permits the granting of options, which are intended to be “qualified” stock options under 
the provisions of the Internal Kevenue Code, to selected employees. An individual employee may ! 


granted an option or options to purchase shares of Common Stock at an option price reps 
ing 10096 of the market value of the Cominon Stock on the date upon which the option is granted 


i te 
The options expire five years from the date of issuan-), a d may not, except in the case of termina- 


tion of employment by death, be exercised after termination of employment of the option | 


Options may not be granted to employees owning more than 596 of the outstanding Common S 


and no option .nay be made c cercisable carlier than one year from the dete of grant thereoi, 


The Plan will terminate no later than June 12, 1979 and no more than 25,000 shares (subject to 
adjustment in ceriain cases, to prevent dilution) may be issued under it. 


As at June 30, 1969, the only option outstanding under the Plan was an option to purchase 3,500 
shares granted to Arthur M. Schlesinger, jr., a Director of the Company, which yplion is exere! 
at $10 per share, and expires June 12, 1974. 


PRINCIPAL SHAREHOLDERS 


The principal sharcholders of the Company, the amount of Common Stock owned of record and ! 


ficially by cach of them as of June 30, 1969, and the respective percentages of the outstanding Com: 
Stock owned by each of them on June 30, 1969 and as adjusted to give effect to the 200,000 shares offered 
hereby, is as follows: 
; % of Class on % of Class 
Name Shares Owned June 30, 196° as/ ‘usted 
SME PIU ic acne wales dorakeed 0 Oe - 153,873 shs. 21.98% 1, .10% 
ANE CRRIRE Rica ccc cc cen Maasnenees be «+» 141,865(1) 20.27 15.76 
Ne SIONONI as kn's doa eatin one enn enhes 147,183 21.03 16.35 
pare TE. NGCMNG 6. ko sce stccnces reer ere 180,633 (2) 25.80 20.07 
All officers and directors as a group (9 persons) 697,969 99.71 77.55 


(1) Exclusive of 15,008 shares of the Company owned by his son, Jefircy Steinberg, an officer of the Company. 


(2) 20,071 of such shares are subject to an option to purchase granted to Mr. Stephen Wise, an officer and 
divecicr of the Company. 


By virluc of their stockholdings, Messrs. Hector, Steinberg, Oppenheim and Norman may be 
dcemed parents of the Company within {*~ meaning of the Securities Act of 1933. 
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CERTAIN 'TRAINSACTIONS 


Vhe Company was organized to succeed to the interests of Chelsea Wouse-Jlector Publishers, a mort 
nership consisting, of Kubert Vector, arold Steinbe ry. and Jack Oppenheim, who are presently pal 
sharcowners, officers and directors of the Company. Messrs. Hector, Steinbere and Oppenhemn es 
received 187,925 shares of Common Stock of the Company in exchange i sets of t " ~ 
ship having a book value of $11,269, representing capital contributed by the partners, terretl 
partnership retained earnings of $2,671. Such shares were acquired, therefore, at a price of $.02 | 

On December 27, 1967, Andrew E. Norman was clected a director and officer of the Cony; 
the stinc date, Mr. Norman was issucd 105,238 shares of Coumion Stock of the Company for on f 
gate of $110,040 ($1.05 per «*. .¢), and a $110,000 principal amount 4429 Sinking Fund Debenture of 
the Company evidencing a lows of that amount made by Mr. Norman to the Company. At 1 ne 
time, Messrs. Harold Steinberg, lector and Oppenheim each sold to Mr. Norman 20,672 sh of 


Common Stock of the Company for an aggregate purchase price of $60,000 ($.97 per share) 


On June 30, 1968, the Company issued to Dr. Fred L. Isracl, who was then neither an ofh ot 
director of tlie Company, 7,517 shares of Common Stock in exchange for the cancellation of a right held 
by Dr. Isracl to receive 1% of the net income of the Company 


On June 30, 1969, Mr. Jeffrey Steinberg, who is an officer of the Company, M41. Leon Friedm yh 
is neither an officer nor a director thereof, and Dr. Fred L. Israel, who is a director of the Company, 


issued, respectively, 3,000, 2,000 and 5,959 shares of Common Stock by the Company in consid 


services rendered to the Company. Jn the event that any such person voluntarily leaves the employ ¢ 
Company or is discharged for cause prior to June 30, '970. two-thirds of the shares granted to hin t 
to the Company, and upon the occurrence of any such ¢ between July 1, 1970-June 30, 1971, on 

of such shares will so revert. z 


Art’ + M. Schlesinger, jr. has since June 1967 scrved as president of the Company's subsidiary, 
University -at-Large Programs, Inc. pursuant to a contract terminating on June 1971. Under the 
contract, Mr. Schlesinger renders part-time service te such company end is paid a salary of $20,099 
per year. In addition, Mr. Schlesinger is to receive a 10% royalty, but not less than $1,000, for cac 
16 mm. film that he makes for Univers!'y-at-Large Programs, Ine. The Company also from time to time 
enters into contracts with Mr. Schlesinger, under which Mr. Schlesinger is retained to edit multi-voluine 
reference works for the Company. At present, Mr. Schlesinger is under contract to edu a total of three 
books for the Company, for which he has received or will receive an aggregate of $19,000. In addition, Mr. 
Schlesinger has been granted an option under the Company's Qualified Stock Oyrion Plan, to purchase 
3,500 shares of Common Stock of the Company. See “Management and Control—-Qualified Stock Option 
Plan” herein. 
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On Veeember 21,1967 the Company borrawed $110,000 from Andrew JE. Norman, an officer and 


41495 Sinking Fund Debenture due January 3T, 1983 - 


discetor and a principal shareholder of the Company, and issued: Mr, Norman its 443% Sinking: Fund 
Debenture duc juary 31, 1983 (the “dehenture”). The debenture agreement requires the Company to 
wee annual sinking: fund installments commencing in 1972 cqual to the lesser of $10,009 or 545 
of consolidated pre-tax profits of the Company in excess of $50,000 for the preceding fiscal year, Under 
the agreement, if additional debentures are issued, additional siuking fund justallinents are required to be 
made. So long as any debenture is outstanding under the debenture agreement the Company may not 
1971, and 


may not thereaficr declare dividends (other than stock dividends) unless a sinking fund installment or 


declare any dividend on its capital stock (other than stock dividends) prior to November 1, 
optional redemption payment of not less than $10,000 had been inade during the fiscal year. The deben- 
ture is subordinated in right of payment to all indebtedness ef the ( ompany to banks and other lending 
institutions. 


Note of Subsidiary 


On June 16, 1969, the Company’s subsidiary, University-at-Large Programs, Inc. (“University”) 
borrowed $60,000 from Chemical Bank and issued a demand promissory note, payable in quarterly install- 
ments, to Chemical ank bearing interest at a rate of 19 above the prime rate as the same may vary from 
time-to-time. The bank has agreed that no demand shall be made for payment of such note fo” 18 months 
unless a default in the quarterly payments upon such notes has occurred. University has pledged, to secure 
payment of such note, two 16 mm. films owned by University, together with all amounts to be received 
from the distribution agreements made with Sterling Films, Inc. described in “Business—FEducational 
Filins.” 


Common Stoclc 


The Company has one class of stock, its Common Stock. Each holder of the Common Stock is 
entitled to one vote for each share on all matters to be voted upon by sharcholders, including the election 
of directors. All shares are entitled to participate equally and ratably in dividends, when and if declared, 
and upon distribution of the assets of the Company on liquidation. Holders of Common Stock have no 
preemptive rights. The presently outstanding shares are, .nd when they are issued the shares to be 
outstanding upon compiction of the offering being made hereby will be, fully paid and nonassessable. 


Non-Cumulative Voting 
The Company's Certificate of Incorporation does not provide for cumulative voting and accord- 
ingly the owners of more than 50% of the Common Stock may clect all the directors, in which event 
the remaining sharcholders will not be able to elect any directors. 


The Transfer Agent and Registrar for the Common Stock is Chemical Bank, New York, N.Y. 


Reports to Sharcholaers 
The Company intends to furnish its sharcholders annual reports containing financial statements 
examined by cersified public accountants, and also with unaudited semi-annual financial statements. From 
time to time the Company also intends, if developments warrant, to furnish its sharcholders with ad- 
ditional information about the Company and its operations. 
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PENDING LYLIGATION 


In August 1968 the Company commenced an action in the Supreme Court of the State of New York, 
County of New York, sccking to rescind a contract with Milmvideo Releasing Corp. for the purchase by 
the Company of a film library (see “Pusiness- -Educational Films’), on the grounds that defendant 
breached a warranty contained in the contract of purchase. ‘The Company's action for rescission was 
dismissed by the Supreme Court, and the Company has filed a notice of appeal. The defendant has counter- 
claimed for $41,100, allegcing non-payment of a note installment in the amount of $13,800 which was duc 
May 1, 1969 and claiming that the entire $41,400 payable for the fila library is accelerated in time of 
payment because of the alleged default. The Company has withheld payment of the $13,800 installinent 
because of its contention that the purchase contract should be rescinded. ‘The Company is unable to pre- 
dict the outcome of its claim or the counterclaim of defendant, but does not believe that such outcome 
will have a materially adverse effect on its operations. 


LEGAL OPINIONS 


Legal matters in connection with the securities offered by she Company are being passed upon for the 
Company by Messrs. Royall, Koegel & Wells, 200 Park Avenue, New York, New York. Stuart A. 
Jackson, Isq.; a member of the firm of Royall, Koegel & Wells, is an officer and director of the Company 


EXPERTS 


The financial statements included in this Prospectus and the schedules included in the Registration 
I & 

Statement, except as they relate to the six-month periods ended April 39, 1968 and April 30, 1969 

) ] b) I , , 

have been examined by Price Waterhouse & Co., independent accountants, whose opinions thereon ap- 

pear herein and elsewhere in the Registration Statement, and have been included by the Company in re- 
liance on the opinion of such firm and on their authority as experts in auditing and accounting, 


REGISTRATION STATEMENT 


The Company has filed a Registration Statement (No. Z- ) relating to this offering. This 
prospectus omits certain information contained in the Registration Statement as amended, on file with 
the Securities and Exchange Commission at its principal office in Washington, D. C. 
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OMINION OF INDEPESNDENE ACCOUNTANTS 


33 


To the Board of Directors 
Chelsea louse Mdueational Communications, Ine, 


We have examined the accompanying consolidated balance sheet of Chelsea Wouse Educational Com- 
munications, Jnc. and subsidiary conipany as of October 31, 19GS and related consolidated statements of 
retained carnings and capital in exeess of par value together with the consolidated statement of operations 
for the year ended October 31, 1968 and the pro forma consolidated statement of operations for the ten 
months ended October 31, 1966 and year ended October 31, 1967 appearing elsewhere in this Prospectus. 
Our examination was made in accordance with gencrally accepted auditing standards and accordingly in- 
cluded such tests of the accounting © cords and such other auditing procedures as we considered necessary 
in the circumstances. 


Physical inventories have not been taken by the company. However, we satisfied ourselves as to the 
reasonableness of the amounts thereof by confirmation with the manufacturers and distributors used by 
the company and by performing such other procedures as we considered appropriate, 


As described in Note 7 !¢ the consolidated financial statcments, the company is contingently liable 
for the payment of certain remuncration in the aggregate amount of approximately $70,500 at October 
31, 1968. 


In our opinion, subject to the resolution of the contingency referred to in the preceding paragraph, 
the above mentioned financial statements present fairly the conselidated financial position of Cheisea 
House Educational Communications, Inc. and subsidiary company at October 31, 1968 and the results 
of their operations for the year then ended and, on the basis set forth in Note (B), the pro forma re- 
sults of their operations for the ten months ended October 31, 1965 and year ended October 31, 1967, all 
in accordance with generally accepted accounting p.:nciples applicd on a consistent basis. 


A? 


eee 
Vr fC eh A ra Ry ony 


ao 


Prick Wateriuous: & Co. 


Y a — 


New York,.N. Y. : 
July 25, 1969 
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CUELSEA HOUSE EDUCATIONAL CONMMUNICAPIONS, IN, 


CONSOLIDATED BALANCI: SHEET 
AS Si 


Current assets: 
PR ee eb ea aie hs ca A eT CRUSE SEFC RENT oS 8 Meds 
Accounts receivable (Note 5)... cece cece erence eee e nee n es eeeeens 
Unhbilled costs and accrucd carnings on contracts in process (Note 2) ...-- 


Inventories: ; 
Sonks (Rote BS) cicsccvosencocgcesstepeceus ses geesvanerses ss ses 
Film costs, less accumulated amortization of $6,019 (1968) and $31,714 
(1969) (Note 9) ....cceececccececeeeereeeceseceserecsressons 


Prepaid expenses and other ....eeeeceeee eee e ee reeeeererenereeeeeres 


Total current ASSCLS 6... cece cree ee terete eee cease eee sces 
Bookplites, Jess accumulated amortization of $1,816 (1968) and $5,048 
PPRY SL ndalva bana bc nes hia Saige 04 oF SF Hkon 94> Sie sow Re He EPR Ao NEN 


Furniture, equipment and Jeaschold improvements, at cost Jess accumulated 


depreciation end amortization of $536 (1968) aud $1,203 (1969) .....--- 
Film library (Noic 9)... 02. ccc cce cece cscceccsesececcoeseecceruee sans 
Deposits and misccllancous ....+-.seeee neers estes ee ese ase sts tas s 


Organization costs, less accumulated amortization of $1,300 (1968) and $1,725 


CPDEY: ccnccessa cas bs cc pron cer esere veg he esKeEs CLARA Ceres eR enh ets 
BENT MAAS cocaine at. aconieleenn es AE eer Pre ee 


LIABILITIES AND STOCKHOLDFRS’ EQUITY 
Current liabilities: 


Notes payable (Note 5) .....ceeeceeereeee cee eneeeereceaceeesecees 
Accounts payable ......ccce eee e eee ee eee e en ceaseseseuceseaereeenes 
Accrued expenses .... ccs cecece cee ceeccecncneeneeceeanaceesees eens 
OBrHed ADRES as buh a NO RNOE SS FA ewan eR Nes Hes Re EnT EUs > seein ee mi 
Income taxcs payable ...... ccc cee cece cece eens eeee cer ereeeeeseceres 
Advances from distributor 2.0.0... e rece eee ener erences Sas ai pnmnwio\s ae 
Accrued compensation (Note 4)... cece cece e eect e eee e renner rereesens 

Total current liabilities ........ ccc cece cere ere vcceeesvces 


Other liabilities and deferrals 
Deferred income taxes (Note 3) cc. cc cece eee e eee reer etree eee ene enes 
Notes payable (Note 5) .....cecseeeececeeer eer eecereeceenreceaeaes 
414% Siuking Fund Debenture CNG GY ccs crciece nc poise aeanare ee 


Stockholders’ Equity 
Coimmon stock, $.01 par value 
Authorized—2,009,000 shares 
Issued and outstanding 676,530 shares (Note 4) ...cceeee eee eee ees 
Capital in excess of par MOANA yd ce edi a le vote Asais la Garg hloi als. eel a Fores a eCeorete 
Retained earnings (deficit) (Note GE ciiesscecnentes cAkennneenmeresns 


Commitments and contingent liability (Note 7) 
: Total liabilities and stockholders’ equity so. ceeeeeeeeeeeeeues 


October 31, 
1968 


$ 51,859 
$1,729 
23,770 


104,056 


212,545 
22,154 


496,113 
7,499 
7,623 

58,800 
2,562 
2,950 


$575,547 


$ &8,800 
202,259 
38,902 
3,216 


13,751 


346,928 


27,600 
110,000 


137,600 


6,765 
120,501 
(36,247) 


91,019 


$575,547 


Ayu it 30, 
909 


(Unaudited) 
$ 56,275 
178,701 
126,270 


165,523 


273,501 
A 


$00,270 


4,267 


$102,600 
168,957 
77,560 


97,090 
13,800 
110,090 


220,800 


6,765 
120 501 
93,477 


218,743 


$887,041 


ee 
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CHUEESVA HOUSE EDUCATIONAL COMMUNICATIONS, INE. 35 


CONSOLIDATED STAVENENT OF RETAINED EARRINGS 


Ten months Six months 
ended Ve: led October 31 cuded 
Octolicr 31, pr se thse snat suet aN ae April 30, 
1966 1967 1968 1969 


(Unaudited) 
Retained carnings (deficit), beginning of 
WETICE, igs a iais'nte 8c'e sale wenn ha ws ha net — — a $(36,247) 
Net income (Jn J966 and 1967 amounts 
are before pro forma adjustments—Sce 
Note B to Consolidated Statement of 


CIGCTANIONS) ees asp th se ewe sen .«+ §$ 18,868 $ 30,443 $(36,247) 127,724 
Distribution to partners prior to incorpora- 

CE Ueda Bei: UR Oa ae Meee Raa ree a (16,197) — ns ii 
Net income of predecessor partnership 

capitalized on incorporation .......... (2,671) — ore — 


Dividend: 


PAID SIE CASI cic. s 22 ect ieie dances ekahe dons — (9,000) _ _— 
Cancellation of receivable resulting from 
cash advance to sharcholders ........ -- (27,000) — * — 


Excess of dividend paid over retained earn- 
ings, charged to capital in excess of par 
WEG) Sina Heae coma re ess uenmee ne sed — 5,557 -- “= 


Retained carnings (deficit), end of period... $ —-- 


I. 


| 
| 


CHELSES TOUS ENUC 


CONSOLABATED SPRALEMENT 


Capital in excess of par valuc, beginning of 
MOTION Susdincsevencnns esau ent caeseeeitee 


Excess of net assets of predecessor partner- 
ship (including earnings of $2,671) over 
par value of 563,775 shares issucd on 
INCOCHOPAUIEN Vids ccc dsinaeneoe nee en tear 


Excess of proceeds over par value of con- 
mon stock: 
Parent company, 105,238 shares .... 
Subsidiary company .........sceeeee 
Excess of valuation of 7,517 shares issued 
June 30; 1968S over par value .......... 
Excess of dividend paid over retained carn- 


BIH EVANCOIE soi eo rest sce wre nate aga areihs 


Capital in excess of par value, end of period 


<p 


ATIONAL COMMUNICA'PRONS,. INC. 


OL CAVITAL JIN EXCESS OF PAR VALUE 


Six months 
Year ended October 31, ended 
fone: a ee ene Aynil 30, 


(Unaudited) 


$ 5,632 $ 6,552 $120,501 
sine 108,988 =k 
3,996 i hee 
2,48 4,961 _ 
(5,557) ne on 

$ 6,552 $120,501 $120,501 ° 
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CUELSEA JIQUSE EDUCATIONAL COMMUNICATIONS, ING. 
NOVES ‘LO CONSOMIDA “ED FINANCIAL STATEMENTS 
October 31, 1968 and April 30, 1969 (Unaudited) 


Nore 1—Peinciv.es oF CoNnsot.IpATION ; 


The accompanying finencial statements include the accounts of the Company and its 969 owned subsidiary, 
University-at-lLarge Programs, Inc. 

The 4% minority stockholder jn) University-at-Large Programs, Inc. ha. the rieht under an agreement to receive 
annually 290 of the subs) liary’s net income after taxes. 3ecause the subsidiary has operated at a loss, no amounts 
have been provided for such payments. The Company may under certain conditions be obligated to pay the minority 
stockholder up to $12,690 at snch time or times as advances from the parent are repaid by the subsidiary. 

The excess of liabilitics over assets of the Company’s subsidiary as shown by its financial statements exceeded 
the Company’s investment therein by $170,110 at October 31, 1968 ($171,775 at April 30, 1969) which in consolida 


tion has been charged to retain d earnings. 


Nore 2—SALrs: 

A majority of the company’s gross sales for the year ended October 31, 1968 and the six months ended April 30, 
1969 were derived from one published book. 

Approximately 289 (year ended October 31, 1968) and 229% (six months ended April 30, 1969) of the com- 
pany’s sales .were under contracts calling for the development by the company ol manuscripts for dclivery to a 
publisher /distributor. Payments are received at various times during the development of the manuscripts. A portion 
of the total contract price is recorded as income based on management's estimate of the percentage of complction 
achieved with respect to each such contract. 


Gross sales from filins amounted, respectively, to approximately 29 (1968) and 18% (1969) of total gross sales. 


Nore 3—Incomr TAXES: 

Income on ceriain contracts is recorded for financial accounting purposes in excess of amounts reported for 
income tax purposes. Also, the value of restricted stock (Note 4) is deductible for income tax purposes whens 
restrictions lapse whereas expenses for accounting purposes have been reported in earlier periods. Deferred income 
{ax provisions for the six months ended April 30, 1969 in the amount of $97,000 represent the effect of such difterences. 


Investment tax credits available to the company have not been material in amount. 

The company has net operating losses available of $36,000 for book purposes and $138,000 for tax purposes at 
October 31, 1958 both expiring in 1973. Based upon reported net income for the six months ended April 30, 1969, all 
net operating loss carryforwards would have been utilized. 


Note 4—RercaritariZation : 

On June 20, 1969, by amendment to its Certificate of Incorporation, the company increased its number of 
authorized shares of common stock to 2,000,000. 360 shares previously outstanding were exchanged for 676,530 new 
shares of $.01 par value common stock. The recapitalization has been given effect to in the accompanying financial 
statements. 

Subsequent to this recapitalization 10,939 shares were issucd on June 30, 1969 for services performed and/or to 
be performed by three persons. Certain of the shares issued are subject to restrictions and reversion to the company 
should employment be terminated under certain conditions before specified dates. On the basis of estimated fair 
valucs of stock issucd, compensation expenses in the aggregate amount of $17,189 has been allocated to the period 
November 1, 1966 throu April 30, 1969. Liabilities therefor of $13,751 (1968) and $17,189 (1969) were considered 
Jiquidated upon issuance of the shares. Additional expenses of approximately $37,500 will be charged against income 


h 


from May 1, 1969, through June 30, 1971, the date on which final restrictions lapse. In addition approximately 


37 
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NOTES 'LO CONSOLIDATED FINANCIAL STATEMENTS— (Continued) 


$7,500 was allocated to the years 1967 and J968 for stock issued to an employee at June 30, 1965 The expense 
related to the foregoing transactions is deductible by the company for income tax purposes in the years in which 
restrictions lapse. 


For information reyarding the company's qualified stock option plan adopted and options granted subsequent 
to April 30, 1969, see “Qualified Stock Option Plan” clsewhere in this Prospectus. 


Nore 5—Notrs Payan.e: 


Notes payable consisted of the follpwing : 


October 31, April 30, 
1968 1969 
Bank: 
74490 duc November 13, 1968 ....ccceeeccerseeeceeneees $ 20,00 ~~ 
7450 duc November 22, 196S ..cssenccrecccercereveress 30,009 — 
7% duc January 22, 196D ccccccccccsevccevcssreccosooes 25,000 — 
814% due June 17, OA. cv aebbucn ceases sececbves $ 75,000 
$ 75,000 $ 75,000 
For purchase of film library: (Note 9) 
6% duc May 1, 1969 .....seeeeeeeeeeees steeeeeeeeeeees 13,£00 13,800 
6% duc February 1, 1970 ......-+- s eihe dat adeembeame we 13,80 13,800 
6% due February 1, 1971 ...eeeeeeeeeseeerctecees gaeene 13,800 13,800 
41,499 41,400 
116,400 116,400 
Less: non-current portion ...seeecsereeeeeereeeeeeere ions 27,600 13,800 
Due currently ..ceeeeeeeeeeees iuweehedeetue Kedeapethenee $ 88,800 $102,600 
=== ————— 


Subsequent to Apri! 30, 1969, the subsidiary company borrowed an additional $60,000 from a bank. Receivables 
from the sale of two films (Note 2) which at April 30, 1969 amounted to $96.009 and the related films were assigned 
as security for this loan. This debt bears interest at the rate of 1% above the bank's prime cominercial rate and is 
payable in quarterly installments of amounts equal to the amount received by the distributor of the two films. 
The bank has agreed that no demand shall be made for payment of such note for cightcen months unless a 


default in the quarterly payments upon such notes has occurred. 


Nore 6—414% Sinxinc Funp DEBENTURE: 


The debenture agreement with respect to the $110,000 414% debenture paynble to a major stockholder requires 
th. company to make sinking fund installments in each year commencing with 1972 equal to the lower of $10,040 
or 5% of consolidated pre-tax profits of the Company in excess of $50,000 for the preceding fiscal year. Under the 
agreement, if additional debentures are issued, additional sinking fund installments are required to be made. So long 
as any debenture is outstanding under the debenture agreement the Company may not declare any dividend on its 
capital stock (other than stock dividends) prior to January 31, 1972, and may not thereafter declare dividends 
(other than stock dividends) unless a sinking fund installment of not less than $10,000 had been made during the 
preceding fiscal year. The debenture is subordinate to certain other indebtedness of the company. The company may 
prepay this indcbtcdness at its option. 

a 


Nor 7 —ComMITMENTS AND CONTINGENT Lravinity : 


The company leases its office space for an approximate annual rental increasing from $411,000 to $16,000 through 
January 31, 1976. 
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NOTES 'LO CONSOLIDATED FINANCIAL STATEMENTS — (Continued ) 


In 1967, the subsidiary company entered inte aprecments with ten individuals to provide consultative serve 


contends that it is respomible fer th 


ices to the company at specified aunual remuneration, The company 

remunerations enly as the contempbited serviecs of there individuals are called upon and utilized by the 
company. Since services have not been vende red vnder several of these agreements nu previigons for such paymen 
are included in the accompanying: financial statements, Should it become necessary for the company fo pry such 
amounts from the dates of the agreements, additional expenses of £27,000 and $43,500 for the years ended October al, 
1967 snd 1968 ($23,000 and $20,009 ior the six months ended April 30, 108 and 1969) would be incurred. Had 
such amounts been recorded as expenses, net income (loss) after applicable income taxes and tax reductions, 


would be as follows: 


Year ended October 31, April 30, 
~ $959 a ie 168 1%3 4969 
ar — ~ (Unaudite 
hen teenie NWI ix deilcaccddcadadthotnarsiaee $9,753 $(79,747)  $(121,268) $144,754 
Wak: Alia: Goes ocpses sis chor eee "$02 $(.12) ~$(.18) $21 


No claims with respect to such remuneration are currently pending. 


For information cozcerning ceriain other employment contracts, see “Remuneration” on page 14 of this 
Prospectus. 
Nore &—Ixventowes or Booxs: 
Inventories of bool:s used in determining direct costs and operating expenses are as follows: 
October 31, 1956 ...ccccccccccccceveseseseceees 
October 31, 1967 ......cccccererersccesccceees 
Ciiabct 33, TOGR cick cocrcsceaveenitaneecees 
° 


April 30, 1969 (Unaudited) 


Inventorics are valued at the lower of cost (first-in first-out basis) or market. Major classifications are 
’ } 


as follows: 

October 31, April 30, 

1968 1969 

(Unaudited) 

Baund: tooks: cécccnsesccys Jcvueaweeceasae eure” $ 18,063 $ 52,832 
Work in process ........cccccccsecccoes: receees 52,475 112,691 

ere errr Tere Lea Vae He SeSe COR eR RTE MOTE 33,518 — 
$104,056 $165,523 


Norz 9—Fitm Inventory AND Firm Liprary: 


Film costs included in inventory comprised the following: 


October 31, April 30, 
1967 196S 1969 
sl fe bic (Unaudited) 
Filta €08ts. oo cctacecen cree eee eeenenceeecnees $ 6,750 $218,595 $305,215 
Amortization ...cccccccrcccccccseccccsccsccccs — 31,714 
$ 6,750 "$273,501 


a 
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NOTES 'CO CONSOLIDATED FINANCIAL STATEMEUNTS—(Conmtinued) 40 
Direet operating costs are Charged with the amortization of deferred costs on the hasis of the relationship of 
sevenue received te total auticipated revenue with respect to cach film. Amortization so charged war $4,019 
Rg (1968) and $25,695 (1809) 
A film Jibrary was purchased in 2968 for cash of $17,400, and notes paivable (Note 5) of S400, The film 
library is pledged as security for these notes, The conypany his initiated a local action to rescind the purchase based 
on an alleged breech of warranty in the purchase contract ar Phas not paid one note due May 1, 1969 pending: the 
outcome of the action. Should that action be fully suceessful, the asset and rehited notes payable would be 


eliminated and cash paid would be returned. The effect of such rese’ssion on the results of operations would not 
ww be material. 
Nore 10—Prorenty ann EQuirment: 


The balances in property and equipment accounts and the estimated useful lives used for determining annual 
depreciation in the accounts are as follows: 


October 3}, April 30, Estimated 
1968 1969 us: ful life 
o (Unaudited) oe ee 
Bookplates ..ceccevcccccsccecececesetecccseners $ 9,315 $ 9,315 1% years 
Furniture and cquipment ....--eeeeee eee ee wees $ 7,493 $14,115 5-10 years 
Leaschold improvements .....-eeereereeeeeeeeens 666 1,202 Lives of leases 


Provision for depreciation in the accounts is computed by the straight line method over the estimated useful 
lives of the asscts. J-casehold improvements are amortized over the lives of the Icases. Maintenance and repairs 
are charged to income currently, while renewals and betterments are capitalized. Upon retirement or disposal 
of property and equipment, the cost thereof and related depreciation are removed from the accounts and any 
gains or losses 2re included in income. There have been no material retirements or dispositions. 


® Nore 11—Surrresentary Prorit & Loss Ixrormation: n 
Ten Six 
months ended Y ded October 31 months ended 
October 31, bors perce eet pedis April 39, 
1966 1967 1968 1969 . 
(Unaudited) 
ee Charged io selling, general and administrative expenses: : 
epreciation and amortization ....eseeeeeeeeeeees $ — $ 489 $ 9,212 $29,989 
Taxes, other than income taxes: 
Payroll .....¢- Si duokd Soe abUN eRe Esher Cheene vie 114 2,245 6,043 4,589 
CUS aecnces pe ueeeaeenes PEPER OE CTE re 325 216 1,952 553 
We oc hc cdinchncnddcsacesabinesnndb aca nnesbeuete 1,125 3,080 18,936 18,322 
& Charged to direct costs and operating expenses: ‘ 
Royaltics and authors’ fees ....cesseeeeee seers Eee 3,800 49,781 51,230 61,574 
@ 
a 
& 
«. 
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PART 2. 
INVOMUASION NOW REQUEINO IN ‘THE OSPECTUS, 
Iiem 22. Marketing Arrangements. 


None. 


Item 23. Other lexpenses of Tssuance and Distribution. 


SRepistration Fee under Securities Act Pe SS Se ora eeaeene. a MOOD 
Pie cxcxenanaens uvadeanis Pe ee rT eee Tee “eas oe 
Accounting: Fee co. cece eee eee eee crt e aculid ib dae ER OE EOE 4 aad 
Attorney’s Fee ....2+ es SPT VC ETOC re Pe eer oe Pear ee ey Cree o* 
Blue Sky Fees and Expenses ....ccccecececeesecrcececeneceesecres t* 
Misccllancows .....ccceccosneees eaeianlara hes Ce veakewewe ES Fe add 
TENGE occa are bee's ‘ plier nreer eee eee ee Pe acces ae ae 


*Actual. All other expenses estimated. 
47 o Le supplicd by Amenduicnt 


Item 24. Relationship with Registrant of experts Named in Registration Statement. 


So fer as is known to the registrant, none of the persons named in the Registration Statement or in 
the Prospectus as having prepared or certified any part thereof has any interest in the registrant, or las 
been employed on a contingent basis. 


Item 25. Sales to Special Parties. 
(See Itein 26.) 
liem 26. Recent Sales of Unregistered Securities. 


On November 3, 1965, the Company issucd 100 shares of Common Stock to each of Messrs. Harold 
Steinberg, Robert Hector and Jack Oppenheim, in exchange for assets having a value of $11,209 ($37.56 
per share).’ 

On December 27, 1967, the Company issued 56 shares of Common Stock to Andrew E. Norinan 
for an aggregate price of $110,040 ($1 965.00 per share).* 


On December 27, 1967, the Company issued its 4149 Sinking Fund Debenture due January 31, 
1983, in the principal amount of $1 10,000, to evidence a borrowing in that amount from Mr. Norman.* 


On June 30, 196S, the Company issued 4 shares of Common Stock to Fred L. Isracl in exchange for 
d ’ } 2 db 


The aforementioned transactions were exempt from registration under the Securities Act of 1933 by 
reason of Section 4(2) thereof as being transactions by an issuer not involving a public offering. 


Effective June 20, 1969, the Company issued 1879.25 shares of its Common Stock for each share 
utstanding on that date. This transaction was exempt from registrat.on under the Securities Act of 


1933 by reason of Section 3(a) (9). 


On June 30, 1969, the Company issued to Messrs. Stuart A. Jackson, Jeffrey Steinberg, Icon 
Friedman and Fred Israel, 12,500, 3,600, 2,000 and 5,939 shares, respectively, of its Commion Stock, The 
shares of ‘Messrs. Steinberg, Friedman and Isracl were issued in consideration for services rendered to 
the Company. Mr. Jackson's shares were issued in consideration of his acting as a finder for the Company ; 
but since the Company has determined to make its offering by itself and without an underyriter, Mr. 
Jackson will return such shares to the Company, Such transactions were exempt from registration under 
the Securities Act of 1933 by reason of Section 4(2) thereof as being transactions by an issuer not in- 
volving a public offering, 


‘Before pivinz eficet to the issuance by the Company of 1879.25 shares of its Common Stock for each share out- 
standings on June 20, 1909, 


Item 27. Subsidiaries of Registrant. 


« 
The Company has one subsidiary, University-at-Large Programs, Jnc., a New York corpo ation, 
9690 of whose voting securities are owned by the registrant, Phe accounts of such subsidiary have been 
included in the financial statements and schedules in the Registration Statement. 
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None. 


Item 29, Indemnification of Directors and Officers. 


_ 42 


Section 724 of the New Yor Business Corporation Jaw specifies the manner in which payment of 
indemmilication to officers and directors may be authorized by the corporation, It provides that indemui- 
fication by a corporation is mandatory in any case in which a director or officer has been completely 
successful, whether on the merits or otherwise, in defending an action. J€ the officer or director lias not 
been wholly successful or the action is settled, indenmification must be authorized by the appropriate 
corporite action as set forth in Section 724, 


Insofar as indemnification for liabilitics arising under the Securities Act of 1933 may be permitted to 
directors, oflicers and controlling persons of the Company pursuant to the foregoing provisions, or other- 
wise, the Company has been advised that in the opinion of the Securities and xchange Commission 
such indemnification is against publ'c policy as expressed in the Act and is, therefore, unenforceable, In 
the event that a claim for indemnification against such liabilities (other than the payment by the Company 
of expenses incurred or paid by a director, officer, or controlling person of the Company in the 
defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in 
connection with the securities being registered the Company will, unless in the opinion of its counsel the 
> matter has been settled by controlling precedent, submit to a court of appi opriate jurisdiction the question 

whether such indemnification by it is against public policy as expressed in the Act and will be governed 
by the final adjudication of such issue. > 


sucessful 


Item 30. Treatment of Procecds from Stock Being Registered. 


Of the net proceeds from the sale of the Common Stock: being registered hereby, the par value of the 
Coinmon Stock issued will be credited to the Common Stock account, and the excess will be credited to 


capital surplus, 
Item 31. Financial Statements and Exhibits. 
(a). Financial Statements and Schedules: 
Included in the Prospectus: 
-Opinion of independent accountants. % 
> Consolidated balance sheet as of October 31, 1968 and April 30, 1969 (Unaudited). 


Consolidated statement of operations for the ten months and two years ended October 31, 1968 
and for the six months ended April 30, 1968 and 1969 (Unaudited). 


Consolidated statement of retained earnings for the ten months and two years ended October 
> 31, 1968 and the six months ended April 30, 1969 (Unauditcd). 


Consolidated statement of capital in excess of par value for the ten months and two years 
ended October 31, 1968 and six months ended April 30, 1969 (Unaudited). 


Included in Part II of the Registration Statement: 


‘ Schedule W—Property Plant and Equipment for the ten months and two years ended October 
31, 196S and six months ended April 30, 1969 (Unaudited). 


Schedule VI—Reserves for Depreciation and Amortization of Property, Plant and Equipment 
for the ten months and two years ended October 31, 1968 and for six months 
ended April 30, 1969 (Unaudited). 


All other schedules and historical financial information required by Part FE. are omitted from 
this Registration Statement because they are inapplicable or the required information is shown in 
the financial statements and notes thereto, 


Individual financial statements of the Repistrant are omitted since the Registrant is prynarily 
an operating Company, and its subsidiary which is included in the consolidated financial statements 
U filed is deemed to be totally held. 
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(b) Juxbuibits: 
& 1 —None 


2(a) —Assicnment and Asomption Agreement, dated November 3, 1066, hetween the 43 
Company and Chelsea Hall) -Dector Publishers 


3(a) (1) “--Certificate Of Incorporation and Virst Amendincat thereto 


& 3(ay (2) -Amendnent. to Certificate of Incorporation 
3(b) e—Dy-laws of the Company, as amended 
A(a) --Specimen of Common Stock certificate.* 
A(b) —AYY, Sinking Fund Dehenture, due January 31, 1983 
5 —Ouialified Stock Option Plan of the Company. 
ad 6 —Opinion of Messrs. Royall, Koegel & Wells.* 
7 —IJnapplicable 
8 —Jnap plicable. 
9 —Inapplicable 
& 10 —Inapplicable. 
1] — Inapplicable 
12 — None 
13(a) —Employment contract with Harold Steinberg. 
& 13(b) — Employment contract with Jack Oppenheim 
13(c) —Fainployment contract with Robert Hector. 
13(d) ~- Employment contract with Andrew E, Norman. 
13(c) — Employment contract between University-At-Large Programs, Inc. and Arthur 
M. Schlesinger, jr. 
e 13(f) —Agreements with Fred L, Israel. 
13(¢) — Contract with Random House, Inc. for distribution of consumer books. 
13(h) —Contract with Random House, Inc. for distribution of The 1897 Scars Roebuck 
Catalogue. 
13(i) —Contract with Random House, Inc. for distribution of Jack Johnson is a Dandy: 
e An Autobiography. 
13(j) — Master agreement with Sterling Movies, Inc. for distribution of 16 mm. films. 
13(k) —Agrcement with Sterling Movies, Inc. for distribution of two 16 mm. films, 
13(1) —Letter modifying 13(j) and 13(k). 
@ 13(:n) —Contracts with McGraw-Hill Book Company for distribution of multi-volume 
reference works. 
13(n) —Agrecment with R. R. Bowker for distribution of books, and modification thereof. 
13(0) —Lease dated December 28, 1967 for office space at 70 West 40th Strect. 
13(p) —Lease dated Deccinber 26, 1968 for office space at 70 West 40th Strect. 
e 13(q) —Agreement dated June 16, 1969 with Chemical Bank. 
13(r) —Agrecment dated May 7, 196S with Film Vidco Releasing Corporation. 
13(s) —Stock agreement with Leon Fricdman. 
13({) —Stock agreement with Fred L. Isracl. 
. 13(u) —Stock agreement with Jeffrey Steinberg. 
. 13(v) —Assignment and Assumption Agreement dated May 6, 1968 between University- 


at-Large Programs, Inc. and Monte Ghertler 


*To be supplied by amendment. 
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UNDERTAKINGS 


Subject to the terms and conditions of Section 15¢d) of the Seeurities Act of 1934, the wader d 
repistvant hereby undettales to file with the Securities and Exchanse Commission b stopper 


and periodic information, documents, and seports as may be prescribed hy any rule or resulation of the 


Commission heretofore or hereafter duly adopted pursuant to authority conferred in that section 


The reyistrant undertakes to deregisier any shares of Common Stock repistered hereby which 


remain unsold at the termiuation of this offering. 


* SIGNATURES 
Pursuant to the requirements of Ure Securities Act of 1933, the repistrant has duly caused 45 
this registration statesent wo be sinned en its behalf by the undersigned, thereunto duly 


authorized, in the City of New York, State of New York, on the V7 day of July, 1969. 


Cursca Vouse Jucanonxan Communicanons, Ise. 
d ff , 
Fett oe a A (a. 


(President) 4G 


Pursuant to the requirements of the Securities Act of 1933, this registration statement 


has been signed below by the following persons in the capacities and on the dates indicated. 
& y ] 
Signature Title Date 
aes ik SRNR oe, pati 5 
Lh, anita as a ——— 
3} if ie, of Sor ian o raf hie . 
SS Laid pte is = ae ‘ Baieiietetecels oe we Principal Executive Officer, eye 
- President, Direcior July 74 1969 
‘ : SS . 
Chairman of the Board, Treasurer July “¢, 1969 
Vice President, Directeur Jul VV? 1969 
7 Vy 
- Jack Oppen’ cim 
) i N ee Me 
A een eh oh oferty Set eee ? Vice President, Director July \% 1969 
Andrew E. Norma 
LAU KWS | = s 
- 4 AN v ‘ . : Ne 
= .F 1 ig able maa or cenNORS De eraee eek Vice President, Director July /} , 1969 


, rp | ne 
Pipe ity net oa Le : ia Sh President July) 4% 1969 


=> «. Se 

<2 —— + ; ‘ 
pf Le inser jai: seen aie earns Secretary and Director July Me 1969 

- Sagsscm, ackson . 
Peer eet in rae <4 Director July} 3 1969 

Arthur M. Schlesinger, jr : 

; a : 

me ¢2 wee. e Sete Director July) % 1969 


Fred L. Isracl 


To the Board of Directors of 
Chelsea House Educational Communications, Jne. . 


The examination referred to in our opinion dated July 25, 1909 whieh appears in the Prospectus con- 
stituting part of this Registration Statement on Form S 0, included an examination of the supporting 
schedules for the ten months ended Octuoer 31, 1966 and two years ended October 31, 1968 listed under 
Jem 3) (a) of this Registration Statement. Jn our opinion such supporting schedules present fairly the 
information required to be set forth therein, in conformity with generally accepted accounting: principles 
applicd on a consistent basis. 


A, = 
4 ee gyre | seh aol aie. io Tee C— 


Paice WatrEniouse & Co. 
New York, N.Y. 
July 25, 1969 


CONSENT OF INDEPENDENT ACCOUNTANTS 


We herehy consent to the use in the Prospectus constituting part of this Registration Statement on 
Form S-1 of our opinion dated July 25, 1969 relating to the consolidated financial statements of Chelsea 
House Educational Communications, Inc. and its subsidiary company, which appears in such Prospectus, 
and of our opinion dated July 25, 1969 on the supporting schedules, which appears in the Registration 
Statement. We also consent to the reference to us under the headings “Consolidated Starcment of 
Opciations” and “Experts” in such Prospectus. 4 

PAE PN cen ZF ORES ea G- : 
Prick Watrnuouse & Co. 
New York, N.Y. 
July 29, 1969 


CONSENT OF COUNSEL 


The consent of Royall, Kocgel & Wells, counsel to the Company, to the use in the Registration 
Statement and Prospectus of their name under the caption “Legal Opinions”, and to the filing of their 


> 


opinion as Exhibit 6 to the Registration Statement, is contained in such Exhibit. 


New York, N. Y. 
July 29, 1969 
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FURNTPURE 


CHELSEA HOUSE EDUCA'FIQNAL COMMUNICATIONS, INC. 


AND SUBSIDEARY COMPANY 


AND PEN'TURES, EQUIPMENT AND 


LEASELOSD JIMEROVEMENTES 


Six Months Ended April 30, 1969 


Furniture and Fixtures 


Leaschold Improvements 


Year Ended October 31, 1968 


Furniture and Fixtures 


Leaschold Improvements 


Year Ended October 31, 1967 


Furniture and Fixtures 


Ten Months Ended October 


Balance at 


SCUEDULE V 


besinning Additions 
ee RS Po of Period — at Cost 
(Unaudited) 
He Gia gins Sei Rng aha eoR AR SE $ 7,206 $ 4,736 
Lah aie ratte eer ere een re ee 227 1,SS6 
Sia lattlack are Waves m Gee plete Ons 666 536 
$ 8,159 § 7,1 58 
LN ERE UA TOR TIT $ 387 $ 6,879 
DA RR Pe Oke, Cee Re hwo tone rea — 227 
ay Sere ener rey — 666 
$ 387 S 7@,//2 
eis Beets acne RE RR EN S aor 
$ 387 
A pric: reer tere None 


CUELSEA HLOUSE EDUCATIONAL COMMUNICATIONS, ING, 
AN)) SUBSIDIARY GOMPANY 48 
RESERVE FOR DEPRECIATION OF FURNITURE AND FIXTURES 
EQUIVMENY AND LEASEMOLD IMPROVEMENTS 


Ralance at Additions Balance at 
beginning Charred to eececet 
Classification of Pertod Eanwiugs Period 
Six Months Ended April 30, 1969 (Unaudited) 
Furniture and Fixtures 2.0... eee cece ee ee ee eens $ 452 $ 482 $ 934 
Equipment ©... ccee rece eeereecer cer ceeeeeees 23 105 128 
Leaschold Improvements .....seeee eee e ee eee eees 61 g0 141 
$ 536 $ 667 S F208 
Year JEnded October 31, 1968 
Furniture and Fixtures .....--e cee ee eee ee eeeeee $ 39 $ 413 $ A452 
Equipment .....cseeseeeseeeeeeeeereccececcers oe 23 23 
Leaschold Improvements .....eeeee reese eee eeees — 61 : 61 
$ 39 S$ 497 $ 536 


Year Ended October 31, 1967 


Furniture and Fixtures 01... cece cee cence eees $ 39 ' $ 39 
$ 39 $ 39 
Ten Months Ended October 31, 1966 .....+.se0s None None 


Plaintiff's Exhibit 3 


Securities and Exchange Commission Form S-l, 
Registration Statement for Chelsea House Educa- 
tional Communications, Inc., with handwritten 
comments 


Ad Vlress—CA 06-4972 
As Filed with the Securities and Exchange Commission as of Cane 27 1969 


Registration Statement No. 


* SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D. C. 20549 
i) Bp vher3., Mn 4 / 


e FORM S-1 #) i: be cs ‘ “ can ; ~ \ 
REGISTRATION STATEMENT ® (overt -/ <4 psa l 2 
UNDER | @)- Cr » fee i as den, 8 


A a 


THE SECURITIES ACT OF 1933 | ~~ 


Chelsea House Educational Communications, Inc. 
(Exact name of Registrant as specified in charter) 
70 West 40th Street 
we . New York, New York 10018 


(Address of principal executive offices) 


MR. HAROLD STEINBERG 
CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, INC. 
70 West 40th Street 
New York, New York 10018 


(Name and address of agent for service) 


} E> 
e ert ng 


STUART A. JACKSON, Esq. nen STEPHEN FE. | SELIG. ne \ 
Royal, Korcrt & WELLS 5 FN BAER & MARKS. —--:-—+ * 
200 Park Avenue .7@ Pine Street 


~ 4s] ~ 


1 
New York, New York 10017 rk,-New-York «10005 | 


e Approximate date of commencement of proposed sale to the public: 


As soon as practicable after the effective date of this Registration Statement. 


CALCULATION OF REGISTRATION FEE 


& Proposed Proposed 
: Maximum Maximuin 

Amount Offering Agrrcgate Amount of 

Title of Fach Class of Being Price Per Offering Registration 

Securities Being Registered Registered Unit (1) Price(1) Fee 
* Comnion Stock, $.01 par ‘value pats ae 200,000 shs. $10.00 $2,000,000 $400 
e _—<emmor~ Srork, >.0Fr par “erie (2 peer ets 20 speocresstemipeta acta cameeait abet et 
(i) Estimated solely for the purpose of caivehesina: | the registration fee. ‘ 
Issuab!c weenunescinmet Warrants ; . 


m0 


{[ Lower part of previous page of exhibit ] 


- 


The Registrant hereby amends this Registration Statement on such dates as may be neces- 
sary to delay its effective date until the Kegistration chall file a further amendment which spe- 
cifically states that this Registration Statement shall thereafter become effective in accordance 
with Section &8(a) of The Securities Act of 1933 or until the Registration Statement shall 
become effective on such date as the Commission, acting pursuant to said Scction 8(a), may 
determine. 


707A .- | 7071 
CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, INC. m4 
Cross Reference Shect Filed Pursuant to Rule 401 (ce) Showing Location 
in Prospectus of Information Required to be Included by Items 1 Through 
21 of Form 5-1 
Item Number and Heading Caption in Prospectus 
1. Distribution Spread ......---ceeeeee eee e eee eeeeeeeeeees Cover Page ee = 
2. Plan of Distribution ........--.eeeeeeeeereeeeeeceeenres Cover Page, Underwriting” \j & “use A 
Co, VF Ces 
3. Use of Procceds to Registrant ......+++eeeeeeeeereeeeess Use of Proceeds 4 ( iat am 
4. Sales Otherwise Than For Cath deci cecscescwacvassaewes * es rae 2 
§. Capital Structure .......++-eeeeeeereereecees seeeeteees Capitalization 
6. Summary of Earnings ......----+eeeeeereeereseeceeeeees Statement of Consolidated Earnings 
7. Organization of Registrant .....+-+-++eeeereerererrreees The Company 
8. Parents of Registrant .........+eseeeeeeeeeeerseeeeeeees Principal Shareholders 
9. Description of Business ....--+-+++eeeereeeeees pvewewan . Business 
10. Description of Property ....--++++e+eeerererereeres ....- Business (Property and Employees) 
11. Organization Within Five Years ...--++--+++seersreerees The Company, Certain ‘Transactions 
12. Pending Legal Proceedings ......+++++serceererseeteers Seer Rat Pe: 
13. Capital Stock Being Registered ....---+-+++reeeererrees . Description of Securities L. | : 5 ae 
14. Long-term Debt Being Registered ...----+++es+errrreeees * . , ee 
15. Other Securities Being Registered ......-++++e+errererere * 
16. Directors and Executive Officers ...-.+++seseeeeeeerreees f- Franagement and Control 
17. Remuneration of Directors and Officers ....+-+++++eeeeres Management and Control 
: (Remuneration) 
18. Options to Purchase Securities ....-+++++eeerrerees seeeee Management and-Control (Qualified 
Stock Option Plan), Underwriting: ---~ >-. 
19. Principal Holders of Securitics ....++-++s+errreereeerees Principal Shareholders 
20. Interest of Management and Others in Certain Transactions.. Certain Transactions 
21. Financial Statements ......++eereeeeeerereeeeererecers . Statement of Consolidated Earnings, 


Balance Shect, Consolidated State- 
ra ments in Lxcess of Var Value and 
Retained Earnings 


De nxt Raa 


*Omitted because inapplicable or the answer is negative. 7. 


PRELIMINARY PROSPLeTUS DATED JUNE 27, 1969" 


PROSPECTUS lot, oso | 


. 480,000 SILARES 


Chelsea House Educational Communications, Inc. 


Common Stock ‘ 
(Par Value $.01 per share) , 


a 


Prior to this offerings, there has been no public mark-t for the Company’s Common Stock. ies 
The initial public offering price has been determined by ggc¢nentubstwecn the Company. 
ore the Underwriters, 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCIIANGE COMMISSION NOR IIAS THE COMMISSION 
PASSED UPON THE ACCURACY OR ADEQUACY OF ‘THE PROSPECTUS. 

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


ns he —— ae —s od SS SSS ‘ 
7 tg ai Underwriting : ae: 
i te Discounts and -—} Proceeds to - | 
> Price to Public Commissions (¢ ¥ Company (2) .-7* | 
eg | a Ace Sepeetniimeeniepamnatiaimaniae einai 
- ~ 2 yale 
RRS Meglot na eek ace eea’ ‘ot —~. ti 6 «ty <a, | 
s : y a 
je Te Serre $ jp { Si" ae Mes 
Afaut es cae. > tot t ) * _ | 
DiS cle ea “ : . 
i1axXimum react > jot ~ 3 
pg ——————————— — ——————— ——$—$—$——————————— — = = ————— - 
{\(1) For information conccrnidg ndditignal-compensation to and certain other rights of Herzicld & Stern with respgct 
De fat Liisee Glia Z4—4-1--SCOMIIES, SeOAbelOw and dG" ; ws : 
(2) Before deduction of additional filing, printing; legal, accounting and miscel]incous expenses of approximately 
$ ; ($. Sinmam to S$. maximum per share}. which the Company must pay in connection with this J 
offering. Sing j - 
(3) Jip Srilerste-cover -over-allotnrents;-1F mr the: sxc of the180,000 shares affcréd hereby, ther Casryminy’ sas 
ty the Underwriters tl Jurchase at thesame price a manimm-ofr 20,000 additional shares of Cu.nmon 


This offering involves: 


(a) Special risks concerning the Company. For information concerning such i 
risks, see “Introductory Statement’, page ©. igi Ss Re : i 

(b) Immedicte substantial dilution of t! ,0k value of the stock fromthe public _—_ 
offering price. For information concerning suck diiution, see page ~., —o 


= Ce) “Significant edditi-ral underwriting compensation (1) to Herzfeld™&-Stern ~ -~ 
through the purchase by it, for £190, of non-transzerable (except to and among 
partners and employ<es of Herzfeld cz Stern) Warrants tc purchase 20,000 shares of / 
Commen Stock ci the Comseny at 110% of the above per share price to pu*iic,! 
xercisable fer a pericd of four yecrs commencing one year after the date ci this, 
Prospectus, and (2) to the Underwriters throvgh the grant of an option to purchase, + 
within thirty days from the date of this Prospectus, up to 20,000 additional shares of 
Common Steck at the per share price to tie public less the underwriting discount, | 
solely fer the purpose of cevering cver-cllotments. For informaticn concerning these / 


+ te WN Me 9 5 EE Ota RETO ~2--.a 


(Warrents.und, suchoptions-see“Underwriting,” page 75. * 


At.the Company’s request, the Underwriters have agreed to reserve up to 25,000 of the S.__ 
hares offered hercby for sale at.the public offering ptice to certain persons, including employ- 
ees and business associates of the Company and friends and relatives of management. 
Accordingly, the number of shares available for offering to the general public will be reduced 
by the number of shares, if any, purchased by such persons.. 


Co wy < 


The above shares of Common Stock are being offered by the Underwriters when,-as and_. 
_-if-received-and accepted by-them, subject to prior sale and to withdrawal of such offer without ~.« 
notice, and subject to the approval of certain legal matters. It is expected that-delivery wilk 
(be made at the office of Herzfeld & Stern, 30 Broad Street; New York, N. Y. 10004, on or about 
f 


mete nein wees y 1969. 


Ee eoecerrenporoe-Cininenerirnemsntee ae ie. 
* ‘ ree “—. 
hs | Herzfeld & Stern | 
chess aod 
The date of this Prospectus is » 1969. 


as — 52 


The Company is offering hereby up to 
200,000 shares of its Common Stock at a price to the 
{. public of $ per share. The nature of the | 
| Company's offering is such that unless Carieeiens 
for at least 100,000 shares of the Common Stock of 


15 
the Company are received on or before 
pany ’ 


1969, the Company will not sell any such shares. 


(See "Method by Which the Stock is to be Sold"). 


ee ee ee ee 
} 


nn 


ublic for the minimum of 100, ware shares “to 1 be issued 


ursuant to this offering will be $ , and | 
ee a 


he aggregate amount to he paid for the maximum 


oiint—of-.200,020..shares—wili-be-$:2s0-——— 

The shares will be sold directly by 
officers, directors and employees of the Company 
(who will receive no discount or commissicn for 


@ their efforts), and may also be sold through 


brokers-dealers. There is, however, no arrange- 
FE 6 


ment with any broxer-dealer to sell any of the 

1 . Common Stock offered hereby. To the extent that 

shares are sold through broker-dealers, the Company 

will pay the ordinary and usual commissions char- 

._®@ ged for transactions in the over-the-counter 
market, which are estimated at $ per 
hundred shares. 

we Based upon the foregoing, assuming that 


all of the Common Stock issued pursuant to this 
4 


a 
prospectus was sold by officers and dircctors, 54 


to whom no discount or commission would be 


allowed or paid, the Company would reccive|net 
proceeds of from $ (if 100,000 
shares were issued) to $ (4£ 200,000 
shares were issued). Assuming that all such 


shares issued were sold through broker-dealers, 


— 


the Company would) pay commissions ranging from 
(1f 100,000 shares were issued) 


$ 


to $ (if 200,000 shares were issued), ele ge 


nl 


and (would receive net proceeds of from $ 


to $ . Im the event that less than 
100,000 shares were sold by the Company, the 
Company could nevertheless have incurred brokerage 
commissions of up to $ . In addition, 
the Company will incur expenses with respect to 
this offer (other than broxerage commissions) 
estimated at $ ; 

Officers, directors, employees and 
broker-dealers who engage in the sale of the 


Common Stock may be deemed to be underwriters as 


“defined in the Securities Act of 1933. 


Pak ye 
p«/} } r A set 


id : 
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No person has been authorized to give any information or to make any representations in 
connection with this offering other than those contained in the Reristration Statement contain- 
ing th. Prospectus. If given or made, such representations must not be relied upon as having 
€ been authorized by the Company, or—tie—Underwriter. This Prospectus shall not constitute 
an offer to scll or the solicitation of an offer to buy, nor shall there be any sale of these 
securitics, in any State in which such offer, solicitation or sale is unlawful. . 
Until , 1969 (90 days following the date of this offering) all dealers effecting 
transactions in the registered securities, whether or not participating in this distribution, may 
} be required to deliver a Prospectus. This is in addition to the obligation of dealers to deliver 
a Prospectus when-acting as underwriters and with respect to their unsold_allotments or 
bscriptions. = 
e . TABLE OF CONTENTS _ 
Ni o hi i4 of Wie ak Cornu LE a ear = 
The Company ........--eese0e- jecceete io Manageinent and Control ........eeeeeee0. 
Remuneration , —--- 
Introductory State Rs cena bees nmne eae ict toig Pie Slat betel dh cata th cnet aaah att hatha ,* 
guintne searenaia Qualified Stock Option Plan .......+4-. ? 
® Dilution ......--+++- cme: ae —— Principal Sharcholders ..........scccssoces i @ 7s N o-« 
: P c- | ; 
Uee Gf Proceeds 6.0: cccsvcevenarsccesgss pew Viany metatie Teunsastis : «5 < 6 qkdcccccicccasiaes \ aC »~ YS” 
Dividends ......-.eseeeeeees verre # ek escription of Securities .............+.-- \ =r 
Capitalization ........-seeeseceseseees \ . 4 7?*7 4%4% Sinking Fund Debeniure........ Se 
hot ae Due January 31, 1983 .............+ es 
e Statement of Consolidated Income ........ —S__ Common fea -eeeErrronssnantl 
oe arr ep e ee renee ere peeae tracer ber try ar geyr nder writings oh ern Oe. ae 
Multi-Volume Reference Works ........ Over-allotment\option ............+ee0- 
Consumer Publications ................ egal Opinions ... Ry pp lia ae Pe 
WACROMO! PUNE: icons pons ksnenenees Es Re a ee eer ey re ree fy Pee ere 
e Contributions to Gross Sales ........... Registration Statement .............. . 
Property and Employees: ........0.00 a of Independent Accountants ........ \ Se 
CONE: cise nih cornmeeseneaneh Einancial Statements .....00.ccscsccecese UPrnien 
e ~ “ IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER---~ 
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE 
' MARKET PRICE OF THE COMMON STOCK AT A LEVEL ABOVE THAT WHICH _. 
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF 
\ COMMENCED, MAY BE DISCONTINUED AT ANY TIME. meek eis / 
Bast ne Ci tease 
we 


RIDER B cae 
(./ * (#3 ) 


NATURE OF THE OFFER OF COMMON STOCK 


The offer of up to 200,000 shares of Common 
Stock of the Company made hereby shall extend from the 
date hereof until 3:00 P.M., New York City time, 

» 1969. If at that time, the 

Company has not received payment for an aggregate 
of nebelecoxtiar 100,000 shares of stock, Shinciinane 
will return the payments made on account of the 
purchasej of such stock, and will declare the offer 
withdrawn. Pending final disposition of such puy- 
ments, the moneys received by the Company will be 
held in a special account with Chemical Bank New York 
Trust Company. 

Commencing on the date on which the Company 
sells tht 100,000th share of stock offered hereby, 
it shall promptly transmit certificates for shares of 
Common Stock to the purchasers thereof, and will 
continue to transmit certificates as purchases are 


made, until ° 


Persons wno wish co ,urchase shares of 
the Common Stock offered hereby may do so by remit- 
ting payment therefor in an amount equal to $ 
for each share to be purchased to the Company at its 
office at 70 West 40th Strect, New York City, New York 
10018. All payments must be made by check or money 
order. In addition, orders for shares offered hereby 
may be placed through brokers. Each payment shall ’ 
constitute an irrevocable offer to purchase by the 


purchaser. 


3 
i et, . 
Pa a ae ; THE COMPANY 
, & ; ° P : 
re Chelsea House Educational Communications, Inc. is engaged in the publication of books and the 
production of films pertaining ge’ <ally to the ficlds of history, the social sciences and the arts. Until 
~ 


mid-1968, all of the Company's revenues resulted from sales to the educational market of nulti-volume 
* reference works, published under the name “Chelsea llouse Publishers”. During the past year, the Com 
- pany has entered the field of hard-cover and paperback books for sale to the consumer market. In the fall 
of 1968, University-at-Large Programs, Inc., a subsidiary of the Company, began to market 16 millimeter 
sound and color educational films. In addition, the Company recently began producing a series of Super 8 
e- millimeter film cartridges, for sale with audio-visual rear scrcen projectors to schools and hbraries 


Most of the Company’s multi-volume reference works are distributed by McGraw-Hill, Ine. and 
R. R. Bowker Company. Random Hotrse, Inc., has contracted to distribute the Company's hard-cover 
and paperback books and Sterling Movies, Inc., distributes certain of the 16 millimeter films. The Com- 
pany also engages in direct mail selling of its books and films. 


The Company was organized under the laws of the State of New York on November 3, 196, as 

Lochsley Hall, Inc., to succeed to the business conducted by a gencral partnership formed in January, 

———S Ss! the Certificate of Incorporation was amended to change the name of the Company 

to Chelsca House Educational Communications, Inc. The Company owns 96% of the outstanding capital 

stock of University-at-Large Programs, Inc. The term “Company” as used herein shall be deemed to 

include both Chelsea House Educational Communications, Inc. and its subsidiary, The Company main- 
tains its principal executive office at 70 West 40th Street, New York, New York 10018. 


INTRODUCTORY STATEMENT 


In analyzing this offering, investors should carefully consider, among other factors, the following 
matters: 


1. The Company is in competition in all areas of its bus‘ness with a number of large book 
publishing and educational film production organizations, many of which have resources consider- 
ably larger than those of the Company. 


2. Most of the Company’s products are currently being distributed by major book publishing 
and film organizations. However, there is no assurance that in the future the Company. will continue 
to be able to secure distribution arrangements with these or similar companies. 


3. The Company is expanding its business into several new fields of operation, and there can be 
no assurance that its products in these fields will meet with market acceptance. 


4. Many of the Company's products are sold to educational institutions which are dependent to 
° some extent upon government subsidy for funds. There is no assurance that such government sub- 
: sidies will continue in the future. 


S. Prior to the offering made hereby, the pazents of the Company owned in the aggregate 89% 
of the outstanding shares of Common Stock of the Company. Following this offering, they will own 
approximately 74% of such outstanding shares and will be in the position to clect all of the directors 
| of, and otherwise to control, the Company. 
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Dilution 


—_— 


Ne) 0,099 The net tangible book value as of-March3}, 1969 of the 699.9%) shares of Common Stock of the | , 
« a | Company outstanding immediately prior to this offering was $.5| per share. After giving cicct to ooo 
; ~{ the sale of 380,000-shares of Common Stock to the public and the reccipt of net proceeds of appraxnratelyy .-- 
-) $ ~ ~~" =the.book value would be approximately $ per share which would similarly be the ; Go teeeane- 

Pra 

— 


ok value of the shares purchased by the public at $ per share, and th s there will be an immediate | 
dilution of $ per share in such tangible book value to the purchasers o/ the shares offered hereby. - 
Further dilution may occur upon the oxcee re byederzfel:l-S: -Siernsof Warrants-to- purchase-from 
& the -Compeny 20,000 shazes-ci-its Gonyman.Stocx at-a price oi G~ =" per _share-and upon th: exercise 
of options granted and to be granted pursuant to the Company’s Qualified Stock Option Plan (See * Sus 
Wecwritiags’ od." Qpsings* ). ul 


f | f) USE OF PROCEEDS v 


Ml AS Seen 


The Company expects to incur costs over the next two years in the production of the followirz 
projects (see “Business’’) : 


Project Estimated Cost 


Multi-volume reference works (approximately 14 titles) .. $1,000,000 
* Multi-subject dictionary ...-...++-+e++5 Scere inroe sieies 700,000 
Consumer books ........seeeesececeeceessences ee ee 
Super 8 mm. sound film cartridges ...+.++++++eeeeeeeee 175,000 
16 mm. educational films (approximately 12 films) ...... 240,000 
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ie adage, te peeetates neem sO tS mem enee tee oe temmcemmenee « ss ste 
o Fd Net procceds \¢£-approximately "ips oO be received by the Company after payment of ex- 
penses hereunder, aricss_the Underwriters cxercise- their option to purchase all or a portion ‘of an— 
additional 20,000 shares (see Cover Page);in-which-event the total-net proceeds may be as high-as 
/ ee ee ~ All of the proceeds from the sale of the Common Stock being offered hereby will initially 
eo... form part of the Company's working capital, and will be applied together with any internally generated 
funds to finance a portion of the costs set forth above and for other corporate purposes. P > 
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J S CAPITALIZATION 
Doe) oo¢ 
/ The capitalization of the Company at June 30, 1969, and after giving effect to the sal: of 350,003 
& shares of Common Stock pursuant to this Prospectus, is as follows: 7 | ss 
ee Acttiastee’ Issued As Adjusted 
undry-Indebtedness 
set esiy Sinking Fund Debenture, due January ges 
e(. => HBO 0) RP A rerrrer errs ert Spee - $ 110,000 $110,000 
angus Stdck, Dl par Value .o.ic «951600 2,000,090 shs. . 699-976'shs. (2) 
. Commeon-Stoek—Larchase Warrant rr as) 


@ _— 6N_Y) The Debenture, held by Andrew E. Norman, an officer and director of the Company, is subordinated to all 


a5 indebtedness of the Campay and its’subsidiarics to banks and other lending institutions. 
uy) (2) Not inclu ding 25,000 shares reserved for issuance pursuant to the Company's Qualified Stock Option Plan. 
— 
E Not lint 20000-shervecemwitich anay..be issued jf the: Under writ crsaexereise dive option to ‘corer over-allot- 


| nicnts spe ved on the’ Cover Page of th: s l'resyec tus, and scsartaitie pes reserved for issuanct™upon the exere: ist 


Herzfeld. & Steris Watram (see, “2Underwriti: a oer 


a .. With respect to the Compeny’s obligations under long-term Icases, sce “Property and Employces”, 
and Note “/ of the Notes to Consolidated Financial Statements. 


\ 
i 


References in this prospectus to number of shares of the Common Stock of the Company have been / cose * 
« adjusted for a 1879.25-for-1 — se , 1969. ae er 


Pee ee, ~ DIVIDENDS 


On May 24, 1967, the Company d&-dared a dividend on its Common Stock in the amount of $.06 
per share. 


\ 


The Comp2ny has not declared any dividends on its Candin Stock since May 24, 1967.. It has 
been the Company’ s policy to utilize earnings to finance its growth and it is anticipated that the Com- 
pany will continue to do so. Furthermore, under the terms of its 444% Sinking Fund Debenture due 
January 31, 1983, the Company may not pay cash dividends on its Common Stock prior to November 
1, 1971, and may not thereafter pay cash dividends unless sinking fund obligations cr other specified 
payments with respect to the debenture have been satisfied (see “Description of Securitics es 
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BUSINESS 


The Company is engaged in the publication of books and production of films for sale primarily to 
libraries, colleges and schools. Until mid-1968, all publications sold' by the 


reference works published under the name “Chelsea House Publishers”, 


for a large percentage of the Company's sales and carnings (sec “ \ 
1968, the Company began the publication of hard-cover books for the consumer market, and revenues ‘ 
from the sale of one of the Company’s hard-cover consumer books contributed suly.tantially to the Com- 
e - ; pany’s gross sales during the five months ended March-31, 1969. The Company lias also recently de- 
veloped a serics of film cartridges and a series of 16 millimeter films for distribution primarily to the 
; educational market, and is preparing a line of paperback consumer books expected to be ready for 


distribution by Fall 1969. pte 
\x 


Multi-volume Reference Works 


e «+ General 


ee 8) The Company’s multi-volume reference works are typically designed to make available to students, \ 
— ( teacliers and researclicrs tasomr _cutleetiow, widely dispersed documents, interpretive and analytic essays, 
and other materials, indexed and placed in historical context by leading authorities. As at June 30, 
1969, the Company had published, under the name “Chelsea House Publishers”, a total of seven multi- 
volume reference works dealing with various ‘subjects pertaining to the social sciences, particularly in 
the fields of history, law and the judicial process. The works range from two to five volumes, and from 
760 to 3,264 pages in length, and from $27.50 to $125 per set in retail price. Such works gencrally con-— 
sist of either (1) a collection of documents pertaining to a specific subject, edited and with text by 
recognized authoritics on the subject or (2) a collection of essays (supplemented, in some cases, with 
documentary material) on a particular subject by authorities under contract with the Company specifi- 


’ 


ra cally for the work, and edited by a recognized authority. 


The seven titles currently being marketed are: 


Title 


‘The State of the Union Messages of the President 
& 1789-1966 (3 vols.) 


Major Peace Treaties of Modern History (4 vols.) 


Messages and Papers of Jefferson Davis and the 
Confederacy (2 vols.) 


The History of British India (4 vols.) 


The Documentary History of Banking and Currency 
(4 vols.) 


The Justices of the U. S. Supreme Court, 1789- 
1969: Their Lives and Major Opinions (4 vols.) 


Ld Statutory History of the United States (first 4 vols. 
_in series) 


J- e yet 


Authored or 
Edited by 


Fred L. Israel ~( Arthur M. Schlesinger, Jr. C 


Fred L. Israel 


James Richardson 
James Mill 


Herman Kroos 


Leon Friedman, 
Fred L. Israel 


Bernard Schwartz, 


Robert Stevens, 
Robert F. Koretz 


Company were multi-volume 
which product still accounts 
"hercin). In July 


t° 


bl aoe 
pe 
eg ote renee 


a 


rp. 
Introductory Essay and/or F mae 
Editorial Supervision by 


iii 
Arnold Toynbee 


Allan Nevins 
John Kenneth Galbraith 


Paul A. Samuelson 


Louis H. Pollak 
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In addition to titles currently 


8 


in publication, the Compa 


authors for the publication of eleven additional multi-volume titles, cight of which are expected to be 
ready for distribution between the winter of 1969 and the spring of 1970, including the following 
g 


representative titles: Docionentary [listor 


Elections (4 vols.) ¢Do uanrentary Ilistory of U.S. Foreign 


ments of British Ilistory: JOSS-1970 (4 vols.) Deciunentary History of the Third Reicli: 1932-1219. 


(4 vols.), and Foundations of Qua 
re j 


naar sin ean ey 


ntuin Pitysics (3 vols.). 


The Company is also undertaking publication of a basic 


a 
a 
Yi 
ny has entcred into contracts with editors or 
y of U. S. Conservation (5 vols.) « Mistory of Presidential 
Policy: 1945-1970 (5 vols.), Major Dov u- ad 


eee 


eee ees 


defining reference source on all the social 


science disciplines, including sociology, psychology, economics, historiography, statistics, archacology, 


and anthropology, to be entitled the Encyclopaedia of the Social Sciences. The title is expected to be | | 2 


completed in 3 at an approximate cost of $700,000. 


Se. eeecanon — 


yevtr > 


-_ 


proofreading and type 


The Company undertakes all 


steps necessary to deliver “camera-ready copy” (i.c., the manuscript 


in either page-proof or film form ready for manufacture) of 
publishes. The Company selects the title, hires the editor and authors, acquires and organizes the mate- 
rials for the manuscript, and nendles the details of preparing 


setting. Editors and authors are gener 


ee ee 


each multi-volume reference work which it 


the manuscript, including the copyreading, 


ally paid by the Company on a fee, rather 


than a royalty, basis. The time required in preparing a manuscript has ranged from three to twenty-four 


months. 


With certain exceptions, the manufacture 
sales promotion are undertaken and paid for by other pu 
the books. In the case of certain titles, the Company’ 


such distributors (see “Distribution” herein.) 


Distribution 


and distribution of the books and related advertising or 
blishing houses who have agrecd to distribute 
s production costs are financed by advances from 


= , . —_—— 


The Company’s multi-volume reference works are sold primarily to colleges, schools and libraries. 


Of the seven multi-volume rercrence book titles which are pre 
pursuant to contracts with either McGraw-Hill, Inc. (“McG 


ker”). Two other titles were bought outright by Bowke 


sently being sold, four are being distributed 
raw”) or R. R. Bowker Company (“Bow- 


r and the seventh is being distributed by the Com- 


pany through direct mail sales. Furthermore, the Company currently has contracts with McGraw for the 
distribution of four additional reference titles, which are in various stages of preparation. 


Under its arrangements with 
to the publication and distribution 


McGraw makes an advance payment 


McGraw, the Company ¢ 


nters into a separate contract with respect 


of each title accepted by McGraw. These contracts require the Com- 
pany to deliver camera-ready copy to McGraw by a certain date. McGraw is given sole distribution rights 
to the title, and is required to manufacture and distribute the title at its own expense. Typically, 


made as follows: (1) an amount upon the signing of the co 
event of default in delivery of the camera-ready copy, such advances 


sum upon delivery of the copy. In 


would be required to be returned. McGraw has the 


distributed by McGraw above the number covered by the ad 


of McGraw’s net profits (as define 


din the contracts) from t 


for the right to distribute a certain number of copies, payment being 


ntract, (2) a progress payment, and (3) a 


right to require revision of the copy. As to any books 


vance payment, the Company receives 50% 
he sale of the books. 


7071 ee gee 7071 
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Under the Company's arrangements with Bowker, Bowker undertakes the manufacture and pro- 
motion of the tithe which it is distributing (7he Justices of the U.S. Supreme Court, 1789-1909; Their 
Lives and Major Opinions, 4 vols), and pays all costs-of editorial production, manufacture, distribution 
and advertising. The net receipts from the sale of the title will be applied to reimburse Bowker for its 


f\4 editorial, production, manufacturing, distribution and advertising costs, and thereafter the Company will 
>4— i 
ee 4.7 receive 5090 of the Gates net profit. ae Pe RES Sr 

wees OO es a pitts : vi —_— 


Since distribution contracts with McGraw and Bowker are entered into on the basis of ind ividual 
projects, there can be no assurance that any of the Company’s future projects will be accepted by either 
of them for distribution, or that the relationship with either or both of them will continue. Since at the 
present the Company has no sales force, if the arrangements were discontinued, the Company woul ld cither 
attempt to sccure an arrangement with other publishing firms or undertake the distribution itself through 
direct mail distribution and/or by creating a sales force. 


Consumer [Publications 


_ The Company began publishing hard-cover books for sale to the consumer market with the intro- 
duction of The 1897 Sears Rocbuck Catalogue in July 1968. As of June 30, 1969, the Company had sold 
105,000 copies of that title. Between late May and mid-July 1969, the Company published the tollowing 
four additional titles, for which no sales figures are currently available: Jack Johnson is a Dandy: An 
Autobiography; The Warren Court: A Critical Analysis; Argument: The Compicte Oral Arguinent Be- 
fore the Supreme Court in Brown v . Board of Education of Topcka; and The Handbook of Gasoline 
Automobiles, 1904. Three additional titles (The Drawings of Claes Oldenburg, The Drawings of Roy 
Lichtenstein and The Alpine Afjair—a suspense novel) are in preparation and are scheduled to be 
published in the Fall of 1969. 


The Company undertakes all the steps in the preparation and manufacture of such books, from selec- 
tion of topics through printing and binding the book (the printing and binding is handled for the Com- 
pany on a contract basis by various printing houses). The Company itself initially handled distri- 
{\.yre or \ bution of its first consumer publication through solicitation of mail orders. However, since ‘ 

ue "that book and the remainder of its hard-cover consumer books currently being sold are, and future hard- 
ae cover consumer books will be, distributed pursuant to a contract with Random House, Inc. Under the 
" gontract, the Company pays a commission based upon the amount billed to retailers plus a percentage 

‘of the amount of credits on books returned to the Company. In addition, Random House makes advance 
Pay’ ig against anticipated distribution revenues. The contract terminates on en ° ; . 


The ‘Company is in the process ‘of preparing a line of paperback books to be-published-in Ball. 1969. ~ 
The books will deal with:: i:voAicrasgecaf subjects and will be sold to the consumer market at retail 
prices ranging from $1 95 to $2.95. Pursuant to the above c2scribed contract with Ran: lom louse the 
Vintage Books division of Random House wiil distribute, under the name “ Chelsea House/ Vintage”, all 
of the Company’s paperback consumer titles..In addition, the Company may sell certain of such titles 
= : through direct mail and advertising solicitation. - ) 


ane ‘ } 


mens ee ee ~ 


Random House will receive, as a distribution commission, a percentage of the amount billed to the 
potgiine. As-at_June30,-1969; five titles-were-in- preparation for distribution-by~V intage_ (Random.Housce)... 


G4 
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Educational Tilms | , es op A aks ‘ee : 
Film Cartridges: The Llistory Machine Ff peeve. 
oil SS ~~ - ene 
eee Ws at) , 1969, the Company had produced approximately 4 Super 8 mm, sound ee as 


film cartridges dealing with significant historical events of thy 20th,Century, and directly related to the / 
study of Anicrican history for that period. The films are from five to seven minutes in length and are / 
ésigned to be used with a “rear screen projector”, which is a small machine resembling a television set [ 
in appearance, and which is readily adaptable to classroom use. The Company currcutheefers, forty such | 
cartridges and a Fairchild Mark IV Projector for a total price of $2,280. The Company is marketing this \ 
product under the name “The Ilistory Machine”. The filins can be pro? ved in other types of cartridges \ ? 
for showing on rear and/or front screen projectors of other makes and on video tape. The Company is gee tea 
currently conducting negotiations with several firms with respect to the distribution of its film cartridge 
package to the educational and institutional market. . 


The Company has begun work on a similar series of sound film cartridges covering European his- 
S ob b= L 
tory and expects to have produced fifty cartridges on that subject by Spring 1970. The Company is also 


planning to produce additional cartridges in the American history serics and on poetry and other subjects. 


16 Millimeter Films: University-at-Large Programs, Inc. 


? =e ent ——-- Qe 
Through its 96%-owned subsidiary, University-at-Large Programs, Inc. (“University”), the Com- 
pany produces 16 mm. sound color films for leasé“and sale to the educational market. The films are eh orererenine 
generally 30 minutes in length, 2re-in-color-and have a synchronous sound track. Each film features 
a recognized authority in a field such as drama, literature, the arts, and social sciences or history, who | 
presents a major thesis, argument, or analysis of his field, University enters into contracts under which W-—— 
the Company pays each authority a retainer and a royajty. General direction of the program is exercised 
by University’s president, Arthur M. Schlesinger, J¥. The production of the films is carried out by 
independent film makers under contract to’ University, and under University’s supervision. University 
owns all rights to the films, , apg en ene oe 
al P . 


— 


——————oro is - - ‘ 

r As at June 30, 1959, the Company had produced nine such films, entitled John Kenneth Galbraith:; ,+ +. 
The Idea of the City; Marshall McLuhan: Picnic in Space; Arthur Schlesinger: Roots of the Cold Wer, , 
Harold Clurman: Ideas on the Theatre; Jerome Bruner: What Makes Man Human; Jerome Bruner: A 
Time for Learning; Growing Up; Buckininster Fuller: Man and the Universe; and Josef Albers: 


Homage to the Square. The films are sold at a retail price of $360, and are leased at a rate of S40 per Foi 
showing. ar a | geet 


Initially the Company rented and sold the films through direct-mail solicitation. On December 9, 
1968 the Company entered into a contract with Sterling Movies, Inc. (“Sterling”) under which Sterling 
. a was granted the exclusive right to distribute two of the above films to educational institutions in the \ ~~" essa 
United States, with Sterling to receive a commission based on the retail sales or l:. se price. Under the 4 °°3°>' +. 
f contract, Sterling pays all the costs incurred in the distribution of the films and guarantees the purchase b te 
: of the first 200 prints of each film accepted by it. The Company is presently negotiating with Sterling, 
with respect to the distribution rights to the other seven films which the Company has produced. Asat 
“\y0 , 4D J Marelr3t, 1969.-——eem—meopicrni-suciefinestrad-been sold by the. Company... 


te emer 


- The minority sharcholder of University has a right to 2% of the net profits after taxes of University. 
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On May 17, 1968, the Company acquired a stock fila library for a price of $58.800, $17,100 of which 7! Fe 
‘ has been paid. The hbrary contains approximately 7 million feet of filma dealing with news events and (~ “5 
other historical subjects + Heme riers ry trend — a tnt ed teed ev ax-yetrdat intends Lo use the films f Price te 
e asa cee: Sead its S mi}, film cartridge and 16 mm, film reel programs. Bike 
Oe Ce an, = te ‘7 
- WE Xdet § ae o{ é 12 
. . r 4 ~~ 
BES a ONCE to Gross Sales ose 
tee Vile During the two fiscal years ended Octover 31, 1968 and the five months period ended Marcir3i, 1969,) > .~ tig 
er 1S he gross sales of the Company from its various spheres of operation were as follows: Sees “ im pot 
P jos il dei o ‘ 
Year Ended October 31 five Months inded .: : me ey 
I 1967 1968 Mareirai, 1969 ES ais 
. fap bese » 
Muiti-volume reference works .....- neigl : = dune see 8 
7224,720 72 2%, Lud 228,322 } ) 1 favre 
Consumer publications ......+-++-+- eae P ‘ aoe et 
L aat “ aaa =o an 17/289 Séi)hcom ‘ a Coke 
mirtge yn Film cartridges 2... -seee eee ec eeeeee : ‘ “int all 
ee. . . ," -Oo-— -a=—- —-o- eh eve 
i idhaamalh a 1G WN, PUDS 6c sine ccc cvevassncsesee . - ire) ~ 
an N,4Oo leé0,4 a Dwar igh. ae 
\. ' — me 
Property and Employces * tcp ey, 
- pes Od tne 
Pi The Compa: ipies approximately 6,000 square feet of office space on (9 floors at 70 West Lit 1 
e F5 p40 )\40th Street, New York City, under two separate leases, both extending to January 1, 1976. The monthly Gp py 
! 3 Gates rental is $3,420 and will increase to $3,600 in 1970, and to $3,800 in 1972. Keyes 
. : . . . \ “ a 9 
———- As at June 30, 1959, the Company employed thirty full-time employees, of whom eight are executive “~ ‘ y abe: 
personnel, nine editorial personnel, five filin personnel and eight clerical personnel. In addition, approxi- = 
mately 150 free-lance contributors and editorial personnel were under contract to the Company as at ‘> ‘~ : 
June 30, 1969, for work on specific projects of the Company. There are no collective bargaining contracts **° varia iat 
& in force for any of the Company's personnel, Se Sega 
| Wn. Coots, 
Competition a Qeseweir 
_——— 
All areas of the Company’s business are highly competitive. At least ten major publishers, each with 
financial resources considerably larger than those of the Company, publish multi-volume reference works 
& that are encyclopedic in scope. Ia addition, numerous other companies, many of which have financial 
resources considerably larger than those of the Company, publish encyclopedias of ten volumes or ovcr. 
There are more than sixty publishers of hard-cover books for the consumer market and at least fifty Paine 
publishers of paperback titles, many of which have financial resources considerably larger than those of —/ .5 } 


the Company. Increasing numbers of producers are offering sound guper § mm. cartridges to educational 
institutions and libraries, although, at the present time, there is no competing series of substantially eae 
€@ similar material. In the field of 16 mm. educational films the Company competes with numerous firms 
which offer films of this kind to the educational market, In addition, at least five major publishers have 
been producing, on a long-term basis, documentary and/or educational films for the educational and 
institutional market. Many of such firms and publishers have financial resources considerably larger 
than those of the Company. 
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MANAGEMENT AND CONTROL : 


s 


The directors and exccutive officers of the Company are: 


Name Position and Office 
Harold Steinberg .....-.eeeeeeeeeeeees . President and Director 
; Robert Hector ......cccesees ieee set .. Chairman of the Board, Treasurer and Director 
Jack Oppenheim ......+--0++ee+s .seeee Vice President and Dircctor 
: Andrew E. Norman .........+-- weeeees Vice President and Director 
Stephen Wise .....--.++++eeeeeeeee .see- Vice President and Director 
Jeffrey Steinberg ..... ee rer er «eee. Vice President 
Stuart A. Jackson .....---+++eeeees .ee. Secretary and Director 
, Arthur M. Schlesinger, jr. ..------++++: Director 
ty .e¥ ied Uy tarael ons scan esse Sewers .. Director 


Pe | cae 
if Ka AO Mr. Harold Steinberg has been president of the Company since its incorporation in Qctober~ 1966, 


een “SHd trom 1943 until that date was a partner in the Company's predecessor. For more than five years 


-prior thereto he was public relations director of the American Jewish Committee and Covitmentary 
magazine. He also has held positions as journalist, film scriptwriter, speech writer and producer. Mr. 
Steinberg attended City College of New York Brooklyn College and the New York University School 
of Law. r 


a 
“a . . . . . . 
“Mr. Robert Hector has been Chairman of the Company since its incorporation im October 1966, and 


Wa oe ; F rd P 
é “worked in the theater as a business manager and a press agent. He has also contributed articles to 


¢ magazines 
publishers. 


Mr. Jack Oppenheim joined the Company's predec¢Ssor as a partner in September 1966, and has 
been a Vice President of the Company since Getober 1966. Mr. Oppenheim was a practicing attorney 
from 1958 through September 1966, and is a graduate of ithe Harvard Law School. 


Mr. Andrew E. Norman has been a Vice President of the Company since December 21, 1968. Prior 


thereto he was associated with the United States Office of Economie Opportunity, Community Action 


Program, 1966-1968; and was Associate Editor of Current magazine, 1960-1965. Mr. Norman is also 


a Director of Abacus Fund, Inc. (he Nes a 2 


a ille © Soeerorns 


<__ Mr. Stephen Wise has been 
Presidention June 13, 1969. For more than five years prior thercto, he was a Vice President of Com- 
modity Chartering Corporation, an owner, charterer and broker of seagoing oil tankers and dry cargo 
ships, and also Director of Chartering for all subsiliary companies of Seatrain Lines, Inc. He is a 
member of the Board of Directors of Volume Merchandise. 


» : re 
employed by the Company since October 1968 and was-etected, Vice 
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Mr. Jeffrey Steinberg has heed employed by the Company since December 1967 and was-electedd 


> Vice President of the Company or June 13, 1969, Prior to that, he was managing editor of J/1dlahaloo 


magazine, editorial director of Nes York Scenes and a contributor and free lance writer for a number ‘ s 
of magazines. He attended the, University of Pittsburgh and New York University, 
\- ‘he vs Stet 
Mr. Stuart A. Jackson waseleeted Sceretary of the Company on, June 13, 1969 He has since 1957 
been associated with or a partuer of the New York law firm of Royall, Koegel & Wells, general counsel 
to the Company. 
Mr. Arthur M. Schlesinger, jr. has held the Albert Schweitzer chair of Humanities at City Uni- 
versity since September 1967. Prior to that he was Professor of History at Harvard University, and 
was advisor to Presidents John F. Kennedy and Lyndon B. Johnson, 4961-1064._He has twice won the 
Pulitzer Prize and is the author of numerous books on contemporary affairs and American history, in- 
cluding The Aye of Jackson, The Age of Rooscvelt and A Thousand Days. , silesoniniacmnaneamen ft AANGRS: OR? 
Dr. Fred I.. Israel has been a member of the Department of History at City College of New York besa 
since 1956, where he is now an Associate Professor. He holds a doctorate degree from Columbia ° » ‘nen (ress 
University. | dewt OF 
-“~ _ “a 
ie co Recor 
Remuncration Fe Ricci torte cr orem" 1 Uae i RBS 
No officer or director of the Company has received more than $30,000 per annum in direct remuner-) Large prions 
ation from the Company since its founding. tt = Pais 


The aggregate remuncration paid during the fiscal year ended October 31, 1968 by the Company | 

to all officers and directors as a group ( | persons) was $ < . No officer or director is to We cre 
- oa ° _ H 

receive remuneration for the fiscal year ending October 31, 1969 at an annual rate in excess of $30,000; —_——e_ 


i_however, see “Certain Transactions.” 


The Company has entered into contracts to employ Messrs. Hector, Harold Steinberg, Norman and 
Oppenheim as Chairman and Treasurer, President, Vice President and Vice President, respectively, 
commencing April 1, 1969 at a salary of $18,000 per year until October 31, 1969, $25,000 per year for 
the 12 months ending October 31, 1970, and $30,000 per year for the 12 months ending October 31, 1971. 
In addition, the Company’s subsidiary, University-at-Large Programs, Inc., has an employment contract 
with Mr. Schlesinger as described herein and certain officers and directors of the Company were issued 
shares of the Company’s Common Stock in consideration for services rendered to the Company (sce 
“Certain Transactions”). 


_ 


Qualified Stock Option Plan 


The Company has in effect a Qualified Stock Option Plan (hereinafter called the “Plan”), which 
became effective June 13, 1969, upon approval by the sharcowners. 


The Plan permits the granting of options, which are intended to be “qualified” stock options under 
the provisions of the Internal Revenue Code, to selected employees. An individual employee may be 
granted an option or options to purchase shares of Common Stock at an option price represent- 
ing 100% of the market value of the Common Stock on the date upon which the option is granted. 
The options expire five years from the date of issuance, and may not, except in the case of termina- 
tion of employment by death, be exercised after termination of employment of the option holder. 


69 


7071 7071 
14 


Options may not be granted to employees owning more than §% of the outstanding Common Stock 
and no option may be made exercisable carlier than one year from the date of grant thereof, 

The Plan will terminate no later than June 12, 1979 and no more than 25,000 shares (subject to 
adjustment in certain cases, to prevent dilution) may be issued under it. 

As at June 30, 1969, the only option outstanding under the Plan was an option to purchase 3,500 
shares granted to Arthur M. Schlesinger, jr., a Director of the Company, which option is exercisable 


at $10 per share, and expires June 12, 1974. ; m4 | 
PRINCIPAL SHAREHOLDERS yer See 


The principal shareholders of the Company, the amount of Common Stock owned of record and bene- 24 
ficially by each of them as of June 30, 1969, and the respective percentages of the outstanding Common 


Stock owned by cach of them on June 30, 1969 and as adjusted to give effect to the 180,009 shares offered Pe nee 
hereby, is as follows: ae, ieee aains., % 
LT 
% of Class on % of Class 
Name Shares Owned June 30, 1909 as Adjusted 
Pade MNEs ivisedisenvasecceerertiors 153,873 shs. 2198 -———~. t749—X_ 7.19! 
SAGER ONE occ co dashanccaretinsen wed 141,865(1) 20.27 (\5.1% )-46-12- 
Jack Oppenheim .........seeeeeeeeeeeeecee 147,183 21.03 -yo~.., -16.73 
Andrew E. Norman ......sccccccccdsccesese 180,633 (2) 25.80 S=-—==-...2053 


All officers and directors as a group (9 persons) OBI 99.71 inch fe odt 
4 ’ o ou _——<-— 


(1) Exclusive of 15,008 shares of the Company owned by his son, Jeffrey Steinberg, an officer of the Company. 
(2) 20,071 of such shares are subject to an option to purchase granted te Mr. Stephen Wise, an officer and 


director of the Company. 
| , t 
! \ ce ! \ 
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401 is “Ff We met cecum oF “Vs Car pu ry: 


As his agreement to serve as Sceretary abe-Direct on of the Company. ye G\<e) 

=> Arthur M. Schlesinger, jr. deenrsleyedeon-a-partime. hastsamedler—n. contract witle the-Comparys—— >) 
ubsiliarm-tentversity-at-Large Programs; Ife: ‘as it soiresitient for-nepetiod of -—=yéarsnat ‘an -annuak | rs 
Lasarmeufe$20.000.-.In addition, Mr. Schlesinger is to receive meagan 8 for each 16 mm. film that he 
makes for University-at-Large Programs, Inc. In-aridrrom the Company, from time to time enters into! i meet 
contracts with Mr. Schlesinger, under which Mr. Schlesinger‘is retained to edit or author hooks for the ee 
Company. At present, Mr. Schlesinger is under contract to ¢ jit a total of three books for the Company, . 
for which he has reecived or will receive an aggregate of $19,000. In dddition, Mr. Schlesinger has been ' 2 
granted an option under the Company's Qualified Stoci Option Plan,!to purchase 3,500 shares of Com- |. i 
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mon Stock of the Company. See Options” herein. 1 we Io Voysiey “yt os. 
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DESCRIPTION OF SECURITIES ~~ 222° i Dee Se 
ieee : 
444% Sinking Fund Debenture due January 31, 1983 eo aC | esse “fa igi 


On December 21, 1967 the Company borrowed $110,000 from Andrew E. Norman, an officer, 
director and principal shareholder of the Company, and issued Mr. Norman its 414490 Sinking Fund 
Debenture due January 31, 1983 (the “Debenture’’). The debenture agreement requires the Company to 
make sinking fund installments in-each-year commencing with 1972 equal to the lower of $10,000 or 5% 


of consolidated pre-tax profits of the Company in excess of $50.000 for the preceding fiscal year. Under 
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> ; Non-Cumulative Voting 
The Company's Certificice of Incorporation docs not provide 
5096 of the Common Stock may clect all t 


ingly the owners of more than 
the remaining sharcholders will not be able to elect any directors. 


The Transfer Agent and Registrar for the Common Stock is 


e- Reports to Shareholders 
The Company intends to furnish its sh 
: examined by certificd public accountants, and also with unaudited quarterly fin 
7 time to time the Company also intends, if developments warrant, to furnish its s 


ditional information about “* » Company and ifs operations. 


, 
The Underwriters named below, for whom Herzfeld 


erally agreed, subjcct to the terms and conditions of the Underwriting 


filed as an exhibit to the Registr 
e of Common Stock of the Company 


‘ 
‘ 


Name of Underwriter 
Bo inascettindsllie teh haaetieanares 


set forth opposite their respective naimcs : 


Address 


/ Herzfeld & Stern ....--- ee Sree er 30 Broad Street 
7 New York, N. Y. 10004 


for cumulative voting and accord- 
he directors, in which event 


areholders annual reports containing fin 


* (3 aan 
UNDERWRITING 


& Stern is acting as Representative, have sev- 
Agreement (a copy of which is 


ation Statement), to purchase from the Company the number of shares 


ancial statements 


ancial statements. [rom 
hareholders with ad- 
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Number 
of Shares 
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~ The Underwriters will be obligated under the Underwriting Agreement to take and pay for all of 
the shares offered hereby if any are purchased. 


\ me , ; 
Pursuant to the Underwriting Agreement, the Company has agreed to indemnify the Underwriters 
and the Underwriters have agreed to indemnify the Company with respect to certain liabilities in counec- 
tion with the Registration Statement, including lia bilitics under the Securitics Act of 1933. 


The Compzny and its principal sharcholders have agreed with the Underwriters that they will not 
sell any shares of Common Stock of the Company, or securities convertible into Common Stock, other 
than the securities being offered hereby, for a period of 120 days after the date of this Prospectus without 


the consent of the Representative. i 
The Company and its principal shareholders have agreed to give the Representative the right of first 
refusal for a period of five years with respect to any distribution or sale of any sccuritics, by the Com- 
pany or Common Stock owned by its principal shareholders. 
\ 


The Company has agreed to issue to Herzfeld & Stern warrants (the “Warrants” to purchase 20,000 
shares of the Company’s Common Stock at a price i0% above the public offering ‘price of the Common 
Stock, exercisable for a period of four years co:nmencing one year after the effective date of tlic Regis- 
tration Statement. The Warrants are non-transferable except to or among partners or employces of 
Herzfeld & Stern. Herzfeld & Stern has represented to the Company that no public offering of the shares 
underlying the Warrants is now conteniplated. However, in the event any disposition of such shares 
requires taking further action under the Securitics Act of 1933 (the “Act”), the Company has agreed to 
allow such shares to be included in any registration statement the Company may otherwise file under the 
Act, and upon request in certain circumstances, to file two registration statements under the Act covering 
such shares and to pay the expenses in connection with one of said registration statements. 


For the life of the Warrants, the holders are given, at a nominal cost, the opportunity to profit 
from a rise in the market for the Company’s Common Stock, with a resulting dilution in the interest of 
the shareholders During the term of the Warrants, the Company may be deprived of favorable oppor- 
tunities to procure additional equity capital, if it should be needed for the purposes of the business, and 
the holders of the Warrants may be expecied to exercise them at a time when the Company wouid, in all 
likelihood, be able to obtain cquity capital, if then needed, by sale of a new offering on terms more favor- 
able than those provided in the Warrants. \ 


Over-allotinent Option x ‘ 


The Company has also granted the Underwriters the right at any time for a period of 30 days alter 
the date hereof to purchase up to 20,000 additional shares of Common Stock at the same price per share 
as is being paid by the Underwriters for the 180,000 shares of Common Stock that they have agreed to 
purchase. The Underwriters may exercise such right only to cover over-allotments in the sale of the 
180,000 shares offered hereby. To the extent that the Underwriters exercise such right, they will have 
a firm commitment, subject to certain conditions, to purchase such shares, and the Underwriters will 
make a public offering of such additional shares on the same terms as those on which the 180,000 shares 
are being offered. If the Underwriters exercise their right in full, the total number of shares that will 
have been offered by the Underwriters will aggregate 200,000. ‘ 


ee : , 
—— Tt is anticipated that,the Underwriters will confirm sales of up to 200,000 shares of the Company’s 


Common Stock, with the result that the Underwriters will have a short position, up to the 20,000 shares 


purchasable under the above option. During the thirty day term of the over-allotment option, the 
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Underwriters will have the Opportunity of purchasing shares” of Common Stock in the 
1 the option to purchase shares of Common Stock at the price ' | 
- Accordingly, regardless of the market price. of “the shares 
ring and.prior to the expiration 


open market to 


cover -Sich short position or to exercise 
tothe Company shown on the cover pare. 

f Common Stock of the Company subsequent to the date of this. offe 
ated with an offering af securities will have been sub- 


of the option, certain of the market risks associ 
20,000 share: over- 


the Underwriters will be protected from risk of loss on ‘up. to 
allotted because of their ability to purchase up to 20,00i)_pl:ares at the net price ta. the Company ; and 
if the market price should decline substantially beluw‘the public offering price the Underwriters will 

have an opportunity to realize additional prods (underwriting compensation) which ‘might be sub- | 


stantially reduced ; 
y 


ig all or part of the required 


stantial should they elect to cover theiv--Short positions by purchasit 
shares of Common Stock in the market at a price below the net price to the Company shown on the 


. . rat . . . 
cover page, which is the over; Hotment option exercise price. 


As indicated above_the purpose of the over-allotment option is to protect the Underwriters against 
paragraph, and any benefits to the _ — 


isks associated with’the over-allotment as set forth in the preceding 
aN 
Pe 


ypany from the grant of this-right.arenetdental- , 
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LEGAL OPINIONS RIS: 
f 4 Soe ee 
A= «+ ee 
Legal matters ia connection with the securities offered by the Underwriters are being passed upon 
for the Company by Messrs. Royall, Koegel & Wells, 200 Park Avenue, New York, New York, asd7 - 


\ forthe. Ladcrwriters-b y—Messrs._Baer.{u) Larks.0-Pine-Streg=N ew—V-orke New-York, a 


EXPERTS 


ospectus and the schedules included in the Registration 4 
h periods ended March 31496Zand March 31, 1968, \ 
independent accountants, whose opinions thereon ap- , 
atement, and have been included by the Company in re- , 


ity as experts in auditing and accounting. ORs 
ee on 
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REGISTRATION STATEMENT Orn rab Le on j 


_—_— 


The financial statements included in this Pr 
Statement, except as they relate to the five-mont 
have been examined by Price Waterhouse & Co., 
pear herein and elsewhere in the Registration St 
liance on the opinion of such firm and on their author 


— 


The Company has filed a Registration Statement (No. 2- ) relating to this offering. This 
omits certain information contained in the Registration Statement as amended, on file with 


prospectus 
fice in Washington, D. C. 


the Securitics and Exchange Commission at its principal o 


rs . 
6 ) 
Py Moy ) C | 
x] ies = PP 
e 707 1 yo Sa ; 
or eee rere ee a ae 
INFORMATION NOT REQUIRED IN THE PROSPECTUS, 
« Item 22. Marketing Arrangements. 
Seals | iventeilija tie. mes en em coh dd ee on ray Be 
eo TEfcFcrive is madeto Sections , and of the Agreement Among Underwriters, Seetiorn of the i 
Underwriting Agreement, Sections » and. of the Selling Agreement and the caption © inderwriting” BIS aa 
a } i Prospectus. t- te — + cue at [ti enenennnaal * a al i ° Sl? 
Ly a Copies of the form of Agreement Among Underwriters and the form ofSelling Agreement are filed §  . 7 
6 “ as exhibits to the Registration Statement eee eee inn” 
Item 23. Other Expenses of Issuance and Distribution. a ap aaa 
m4 “1 GO, » aa, 
*Registration Fee under Securities Act BETIS Gas ccs eacie ample n woes $ 400.00- es 
Prints: acs clad nerenncs cite neinn a rahe wuelneinn ns be gew Seb ee ieee bedi 
e—-——- Accounting Fee ..........eeceeeceeees Sian ROTATE e RARER ES *% 
A 4) |. Se ee eRe et ear eroe eae ran Te eer eet a sn aad 
ky Dee ew (ew ay ttorney’s Fee 
hie Che: Blue Sky Fees and Expenses ......... cee ee cece cer te rer enerceces ”? 
idl: Sa Miscell ** 
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rat \ne ety 
Zt (4 y3 Item 24. Relationship with Registrant of Experts Named in Registration Statement. 
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*Actual. All other expenses estimated. 
**To be supplied by Amendment. 


So far as is known to the registrant, none of the persons named in the Registration Statement or in 
he Prospectus as having prepared or certified any part thereof has any interest in the registrant, or has 


My oh Chaey'et 


~$\lo,ora, 
eyidtuce jltemn 25. Sales to Special Parties. 


Yaceverny (See Item 26.) 43 sd i a ne * 


‘been employed on a contingent basis. 


- tint Se _ _ Oo 
@rvu+ ( do Item 26. Recent Sales of Unregistered Securities. \o 
te NAC raw On November 3, 1966, the Company issued 16925’ shares of Common Stock to each of Messrs. a. 
arold Stcinberg, Robert Hector and Jack Oppenhcim, in exchange for assets having a value of $ A aN pees 
($ , per share). 56 ( Pat 
On December 27, 1967, the Company issued £00723@shares of Common Stock to Andrew E. Norman WA SS. 69 
ai for an aggregate price of $110,040 ($\.05 per share). | a fa ceva tives eset aseae x soe 
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On June 30, 1968, the Company issued #344 shares of Common Stock to Fred L. Israel in caging CCD, 


ae for Mr. Israel's right to receive 196 of the profits Gf LTSLECTT ET 1S Sita ROI AEO SEER eller eae 
‘ —— a Pe aint com 6S ere, ih 
On Jua¢ 32, 1969 the Company issued to Messrs. Stuart A. Jackson, Jeffrey Steinberg, J-eon 
Zriedman and Fred Israel, 12,500, 3,000, 2,000 and 5,006 shares, respectively, of its Common Stock. Mr. 7 
Te Aa see 
~) ‘ ll 


Jackson's shares were issued in consideration for his agreement to become Secretary and a Director CO) 42S; sf 


& the Company. The shares of Messrs. Steinberg, Friedman and Israel were issued in consideration for Sh ae 
. em NE LY ee tec apc eonraee- ramones we ee oe —a, 
services rendered to the Company. { ea ae 7 
genset cea Odeon se ene 


wee st et 


em sick ctioned transactions were excmpt from registration under the Securities Act of 1933 by 
reason of Section 4(2) thercof as being transactions by an issuer not involving a public offering. 


, 1969, the Company split its outstanding shares of Common Stuck on an 


/ 
‘ = -EMteetive 

e.. rere 1879.25-to-1 basis. This transaction was exempt from registration under the Securitics Act of 1933 by 
2. | 


rent : 
reason of Section 3(a) (9). 
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Item 27. Subsidiaries of Registrant. 
Inc., a New York corporation, 


—~ The Company has one subsidiary, University-At-Large Programs, 
96% of whose voting securities are ewhed by the registrant, The accounts 0 
included in the financial statements and schedules in the Registration Statement. 


f such subsidiary have been 
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Item 28. Franchises and Concessions. 


None. 


Item 29. Indemnification of Directors and Officers. 


Section 724 of the New York Business Corporation Law specifies the manner in which payment of 
indemnification to officers and directors may be authorized by the corporation. It provides that indemni- 
fication by a corporation is mandatory in any case in which a director or officer has been completely 
successful, whether on the merits or otherwise, in defending an action. If the officer or director has not 
been wholly successful or the action is settled, indenmmification must be authorized by the appropriate 
corporate action as set forth in Section 724. 


The Company and the Underwriter have entered into-a reciprocal agrecment whereunder the Com-, 
pany has agreed to indemnify the Underwriter, and the Underwriter has agreed to indemnify the Com-/ 
pany, against certain liabilities, including liabilities unde? thé Sccuritics Act of 1933. Reference is made 

to Section. _.\ of the Underwriting Agreement contained in Exhibit 1. PEST Te 


> a0 00 - 


Insofar as indemnification for liabilities arising under the Securitics Act of 1933 may be permitted to 
* directors, officers and controlling persons of the Company pursuant to the foregoing provisions, or other- 
' wise, the Company has been advised that in the opinion of the Securities and Exchange Commission 
such indemnification is against public policy as expressed in the Act and is, therefore, unenforceable. In 
the event that a claim for indemnification against such liabilities (other than the payment by the Company 
of expenses incurred or paid by a director, officer, or controlling person cf the Company in the successful 
defense of any action, suit or proceeding) is asserted by such dircctor, officer or controlling person in 
connection with the securities being registered the Company will,-unless in the opinion of its counsel the 
matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question 
whether such indemnification by it is against public policy as expressed in the Act and will be governed 
by the final adjudication of such issue. 


Item 30. Treatment of Proceeds from Stock Being Registered. 


Of the net proceeds from the sale of the Common Stock being registered hereby, the par value of the 
Common Stock issued will Le credited to the Common Stock account, and the excess will be credited to 
espital surplus. 


Item 31. Financial Statements and Exhib’‘s. 


(a) Financ al Statements: 
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op 
(b) ecikivits: 


ae: 


BULL) — Letier 
wttg 
ze ‘> Ae A 


1 


2(a) 


3(a) (1) 
3(a) (2) 


3(b) 
4(a) 
4(b) 
5(a) 
5(b) 
6 

7 


12 
13(a) 
13(b) 
13(c) 
13(d) 
13(e) 


13(£) (1) 
13(f) (2) 


13(g) 
13(h) 


13(i) 


13(j) 
13(k) 


oh Che 


eo em cts asec T EE. nr eee 
saat orm “of Agreement Anwug Underwriters, with Underwriting Agreement an 


Sellins ‘Agree ‘nt attach IN coy eae SS Here ee 


—aAssig ument and Assumption Agreement, November 3, 1966, between the Coim- 
pany and Chelsea Hall-- -Afector Publishers. 


—Certificate of Incorporation and First Amendment thereto, 


— Amendment to Certificate of Incorporated dated —-- - sae 


—By-laws of the Company, as amended. Pee 


—Specimen of Common Stock certificate.* Snare” valur.) 
—414% Sinking Fund Debenture, due January 31, 1983. 
—Quialified Stock Option Plan of the Company. 
_-Form of Warrant to be granted to Herzfeld & Stern. 
—Opinion of Messrs. Royall, Koegel & Wells.* 
—Inapplicable. 

—Inapplicable. 

—Inapplicable. 

—Inapplicable. 

—Inapplicable. 

— None. 

— Employment contract with Harold Steinberg, Pees 
— Employment contract with Andrew E. Norman. 

— Employment contract with Robert Hector. 

— Employment contract with Andrew E. Norman. 


- . eh 4 
— Employment contract between University-At-Large Programs, Inc. and Arthur 


M. Schlesinger, Jr. 


—Employment contract with Fred L. Israel. 


—Contract with Fred L. Israel relating to issuance of stock in exchange for waiver 
of rights to profits. 


—Contract with Random House, Inc. for distribution of consumer books. 


—Contract with Random House, Inc. for distribution of 1897 Sears Rocbuck 
Catalogue. 


—Contract with Random House, Inc. for distribution of Jack Johnson is a Dandy: 
An Autobiography. 


— Master contract with Sterling Movies, Inc. for distribution of 16 mm. films. 
ontract W vith Sterling Movies, Inc. for distribution of two 16 mm. films. 


—Contracts with McGraw-Hill Book Company for distribution of multi-volume 
reference works. 


—Agreement with R.R Bowker for distribution of books, and modification thereof. 
—Lease dated December 28, 1967 for office space at 70 West 40th Strect. 
—Lease dated December 26, 1968 for office space at 70 West 40th Street. 
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SIGNATURES 


Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused 
this registration statement to be signed on its behalf by the undersiyned, thereunto duly 


authorized, in the City of New York, State of New York, on the day of June, 1969. = 
Loe , sl » 
Cuetsca House Evucationat, COMMUNICATIONS, Inc. Be 
BY on ciccdccsenecscescssesttoestonses 
(President ) 
Pursuant to the requirements of the Sccurities Act of 1933, this registration statement 
has been signed below by the following persons in the capacities and on the dates indicated. 
Signature Title "Date r 
“~ . ang 
ee ad ean He Reem aN CREE OS BS Principal Executive Officer, ) 
Harold Steinberg President, Director June‘ , 1969-- 
~ csalaccigteuach REDE R TEE ERE eke Smee Chairman of the Board, Treasurer ‘June , 1969 
Robert Hector F 
ee N 
. ets : 
BA TT OR i et ak, Vice President, Director -June> , *,969 
Jack Oppenheim aa 
ie 
«cn eam dae ea ae ESTAS PROSE RETA Vice President, Director June ~~ , 1969 
Andrew E. Norman noemenerer.  N 
s \ 
sevdcdcventaneregnteeneotons cecewe Vice President, Director June’ , 1969 _ 
Stephen Wise Va 
Sepik’ ARREARS ERS EME SEES Vice President June , 1969 
Jeffrey Steinberg 
- on ai 
22 ica pebadadd re eneen cents eee ees Secretary and Director cjune™ , 1969 
Stuart A. Jackson ‘ ee 
; ated 
| seek ese peaw ahaa eaeenetinnees Director F June. , 1969 
Arthur M. Schlesinger, Jr. ‘ =f 
Se ge ac eeas SST ERAA EE MUMHE NbIees Director cn , 1969 
Fred L. Israel ; 
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UNDERTAKINGS 


Subject ty the terms and conditions of Section 15(d) of the Securities Act of 1934, the undersigned 
<es to file with the Securiti¢s and Lxchange Conimiission 
ny rule or regulation of the 


registrant hereby undertal such supplementary 


cd and periodic formation, documents, ind reports as may be prescribed by a 


Commission heretofore or hereafte luly adopted pursuant to authority conferred in that section, 


- The revistrant undertakes. respect to the Warrant to purchase 20.000 shares of its Common 


/Stock to be issued by the Company and the share 
terms of offering of such shares and (2) any prospectus revised to comply 


s issuable upon the exercise thereof, that (1) any pro- 


spectus revised to show thie 
* with the requirements of Section 10(a) (3) of the Securities Act of 1933 will be filed as a post-effective 


' 
amendment to the registration statement prior to any public offering thereof; and that the cficctive date 


of each such amendment shall be deemed the effective date of 
L>-seeurities sold-after Suth amendment. shall jaye_becoime effective. The registrant {urther undertakes to 

a 
Conon Shares which are not issued, by reason of the failure of the holder to 


to the expiration thereof and“any of the 20,000 shares of Common Stock 


the recistraiou.statement with respect. to 


deregister any of such 
exercise the Warrant prior 


@ issuable to cover over-allotments which are not issued in accordance with the terms of the Underwriting 
eement with respect thereto. j 
gre resp ( oa, er Bree ee 
a ial ——————_ 
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REPORT AND CONSENT OF ACCOUNT 


CONSENT OF COUNSEL 


The consent of Royall, Koegel & Wells, counsel to the Company, to the use in the Registration 


Statement and Prospectus of their name under the caption “Legal Opinions”, and to the filing of their 
opinion as Exhibit 6 to the Registration Statement, is contained in such Exhibit. 


New York, N. Y. 
Jurre27, 1969 


Plaintiff's Exhibit 4 


Signed Option Agreement dated April 19, 1970 


OPTION AGREEMENT 


e 
Option Agreement, dated as of April 10, 1970, 
by and among Harold Steinberg, Harold Harris, Andrew E. 

e Norman, Leon W. Friedman, Stuart—A.—Jackson, Fred L. 
Israel, Stephen-Wise, J.ichard-—Maybruck, d¢irite—bendon,, 
William .. Hansen and Mery—bunernfeht, sharcholders of 

® Che’?sea House Educational Communications, Inc. (hereinafter 
referred to as the "“Stockholders"), and William Poten 
(hereinafter referred to as "Optionee"). 

cd 

For good and valuable consideration, receipt of 
which is hereby acknowledged, IT IS AGREED AS FOLLOWS: 

° 1. Option. Option stockholders, jointly and 
severally, hereby grant to "Mi Optionee the option to pur- 

UY 
chase an- aggregate of Viseriiaices of common stock of 

’ Chelsea House Educational Communications, Inc. (hereinafter 
called the “Company"). 

7 2. Purchase Price. The purchase price payable 
fc; such shares shall be $3.00 per share, to be paid a::.d 
prorated by the Optionee among the stockholders upon delivery 

|@ of such -hares, as their interests appear. 

3. Exercise of Option. This option to purchase 

& shall be exercisable as a whole or in part from time to time 


by the Optionee on or before April 10, 1972 by notice in 
writing by registered mail to Royall, Koegel & Wells, c/o 
Stuart A. Jackson, Esq., 200 Park Avenue, New York, New 
York 10017.. Upen the execution hereof, the stockholders 
will @eliver cervificates to Royall, Koegel & Wells, with 
executed steck powers ©. ached, for the number of shares 
set forth bel-, to &< 1d in escrow pending the exercise 


of this option by Optionee: 


Name of Stovkhol]>-_ Number of Option Shares 
Harold Steinb2rg . 1,096 
Harold Harri . phe 2,625 
Andrew E. Norman 4,447 
Leon W. Friedman vs 55 
Stuart-A-—da~ : : 3+, 0546— 
Fred L. Isr- ; 110 
Stepliéi tiise— “+50— 

| Richard Maybruck ae 
“parttabendon— | et 156 
Wiliiam P. Hansen ; 110 
Mary- anenfeidt ¢ 2-50— 

In the even! that the Optionee exercises the option or any 


part thereof, Royall, Koegel & Wells shall deliver the 
certificates evidencing the number of shares as to which this 


option has been exercised in accordance with the procedures 


TF ee ee Le Le 


described in paragraph 4 below. In the event that Optionce 
fails to exercise this option in full on or before April 10, 
1972, Royall, Koegel & Wells shall redeliver to the Stock- 
holders certificates representing their respective shares 

as to which the options have not been exercised and all 
righ?s under this agreement shall terminate without furthe: 
notice. The authority granted to Royall, Koegel & Wells 
hereund2r shall be irrevocable and may be changed or modified 


only by the mutual agreement of all parties in writing. 


4. Closing. Delivery of the stock and payment 
of the purchase price shall take place at the offices of 
Royall, Koegel & Wells within 48 hours after receipt by 


Royall, Koegel & Wells of the notice of the exercise of the 


option. 


: 5. Representations. Stockholders jointly and 


severally represent the following: 


a. Stockholders are the sole owners of 
the shares registered in their respective names 
and stockholders have the right to sell the 


shares of stock of. the Company covered here. 


b. Such shares are now and will at all 
times during the option period be free of all 


encumbrances. 


8? 


c. Optionee shall receive good and 
marketable title to such stock free of all 


encumbrances, 


6; Benefit. This agreement shall be binding 
upon the parties, their heirs, their legal representa- 


tives, successors and assigns. 


IN WITNESS WHEREOF, the parties have executed 


this agreement. 
peta sai 


(abi jac, a 
SS Se 


Andrew E. ~. Norman. 


oe 


4-25 4 Us iy tw, 
Leon W. Friedman 


Stuart A. Jackson 


= 


Fred L. Israel 
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Saree 


Rr ee 
Stephen Wise 


a ee tc) ee an ee a ee 


tat ia ee 


Anita London 


oo CC creo 2 LHe ies 


. William P. Hansen 


Mary lLunenfeld 


Whe 


MA “Poten 


+ 


Plaintiff's Exhibit 5 


Signed Agreement dated April 7, 1970 
with Exhibits attached 


THIS AGREEMENT, made the 7th day of April, 
1970, by and between HAROLD STEINBERG, residing at 
33 West 67th Street, New York, New York, HAROLD HARRIS, 
residing at 400 Cameo Drive, Massapequa, New York, 
ANDREW E. NORMAN, residing at Ludlow Lane, Palisades, 
New Jersey, LEON W. FRIEDMAN, residing at 22 West 56th 
Street, New York, New York, STUART A. JACKSON, residing 
at Old House Lane, Sands Point, New York, FRED L. ISRAEL, 
residing at 330 East 58th Street, New York, New York, 
STEPHEN WISE, residing at 45 East End Avenue, New York, 
New York, and RICHARD MAYBRUCK, residing ..s Kellogg Hil) 
Road, Weston, Connecticut (hereinafter reterre:: to as 
"Purchasers"), and JACK OPPENHEIM, residing at 241 
Central Park West, New York, New’ York (hereinafter 


referred to as "Seller"), 
WitTH ES S&S Ets 


WHEREAS, the Scil2r desires to sell an 
aggregate of 146,183 shares of common stock of CIIELSEA 


HOUSE EDUCATIONAL COMMUNICATIONS, INC., and 


WHEREAS, the Purchasers desire to surchase an 
aggregate of 146,183 shares of common stock of CHELS'A 


HOUSE EDUCATIONAL COMMUN LCATIONS, INC., 


NOW, THEREFORE, in consideration of the mutual 


covenants conixined herein, and other valuable considera- 
tion the receipt of which is hereby acknowledged, the 


parties do hereby agree as follows: 


1. Seller hereby agrees to sell to each of the 
Purchasers and each of the Purchasers, individually but 
not jointly, hereby agrees to purchase from Seller that 
number of shares of common stock of CHELSEA HOUSE 
EDUCATIONAL COMMUNICATIONS, INC. as are set forth opposite 
the respective names of each such Purchaser in column 1 of 
Exhibit A hereto on the Closing Date hereinafter referred 
to for the consideration specified in Section 2 below. 

The aggregate amount of such einai agreed to be purchased» 
by the Purchasers is 146,183 shares, and is hereinafter 
referred to as the "Stock". CHI:.SEA HOUSE EDUCATIONAL 
COMMUNICATIONS, INC. is hereinafter referred to as the 


"Company". 


2. The purchase price for the Stock shall be 
Four hundred thirty eight thousand, Pive hundred forty 
nine ($433,549) Dollars, payable by delivery of the 


follwing on the Closing Date: 


(a) Each of the Purchasers shall 


deliver the sum set forth opposite his name in 


Column 5 to Exhibit A hexeto, in cash or by 


certified or official bank check or checks; 


(b) Each of the. Purchasers shall 
deliver pomissory notes, in the foxm annexed 
hereto as Exhibit B, in the principal amounts 
and maturing on the dates as ive set forth with 
respect to such Purchi:ser in Columns 6 and 7 of 
Exhibit A hereto. Each such aote shall bear 
interest at the rate of 9-1/2 -per cent per annum 
on the unpaid balance theicof, payable quarterly 
commencing three months after the date of said 


note. With respect to said notes: 


(i) Andrew E. Norman will .cosign 


the notes of Harold Steinberg; and 


(ii) Andrew E. Norman will cosign 
One note of Harold Harris in the amount of 


$40,530; and 


(iii) <Any of the notes set forth in 
Schedule A may be prepaid at any time without 


penalty. 


3. Payment for and delivery of the Stock shall 


be made at the offices of Morgan Guaranty Trust Company of 


92 


New York, Madison Avenue at 58th Street, on April 10, 


1970, at 12:30 o'clock (the “Closing Date"). On the 


Closing Date: 


; (a) ‘Bach of the Purchasers will 
deliver the sums and the notes referred to in 


Paragraph 2 hereto. 


(b) Seller shall aeliver to, or upon 
the ccder of, each of the Purchasers certificaces 
for that number of shares of the Stock as are set 
forth opposite the name of such Purchaser in 
Column 2 of Exhibit A hereof, such certificates to 
be duly endorsed in blank and accompanied by funds 


sufficient to pay one half of the transfer taxcs 


with respect thereto. 


(c) Seller shall deliver to Morgan Guaranty 
Trust Company of New York ("Escrow Agent") certificates 
for an aggregate of 112,850 shares of the Stcck, in 
the denominations set forth in Columns 3 ane 4 of 
Exhibit A hereof, such certificates to be duly en- 
dorseda in blank and accompanied by funds sufficient te 


pay one half of the transfer taxes. 


(a) The Purchasers, Seller and the 


Escrow Agent shall deliver an escrow agreement in 


2 


the form annexed hereto as Exhilbit C, under which 
& those shares of the Stock which are deliverable 
pursuant to subparagraph (c) of this Paragraph 


3 shall be held by the Escrow Agent. 


@ 
(e) Seller will deliver his resignation 
as an officer and director of the Company. 
- . 
(f£) Seller will deliver a general release 
to the Comprny and the officers and directors of 
; the Cunbhie, in the form annexed hereto as Exhibit 
4 D. 
(g) The Purchasers and the Company will 
e deliver a general release to Seller, in the form 
annexed hereto as Fxhibit E. | 
os ° (h) Each of the Purchasers will deliver 
to the Seller and the Company a letter in the 
form ain hereto as Exhibit F. 
ey 
4. Seller represents and warrants that he is 
the owner of the Stock and that the Stock is free and 
le clear of any liens or encumbrances and that €2ller has 
the unqualificd right to transfer the Stock, vesting all 
right, title and interest therein, thereto and thereunder 
e in Purchi:sers and that the aggregate number of shares 


being delivered to Purchasers pursuant to this Agreement 


represents all of the outstanding common stock of the 


Company owned by Seller. 


5. Andrew E. hariiint will indemnify and hold 
Seller harmless against any claims, including legal fees 
and expenses, for brokerage commissions or finder's fees 
in connection with the transactions contemplated by this 
Agreement insofar as such claims shall be alleged to be 
based upon arrangements or agreements made by or on 
behalf of the Purchasers; and Seller will indemnify and 
hold the Purchasers harmless against any claims, including 
legal fees and expenses, for brokerage commissions or 
finder's fees in connection with the transactions con- 
templated by this Agreement insofar as such claims shall be 
alleged to be based on arrangements or agreeients made 
by or on behalf of him, Neither the Purchas:.rs nor Selle: 
shall have any liability for the expenses of the other 


incurred in connection with this Agreement. 


6. Any controversy or claim arising out of or 
relating to this huseeneite or breach thereoz, shall be 
settled by arbitration, in acccrdance with the rules of 
the American Arbitration Association in New York City, 
and judgment upon the award may be entered in any court 


having jurisdiction thereof. 


7. This Agreement contains all of the inten- 
tions and understandings of the parties and shall not be 
amended except by written instrument exccuted by the partics 


hereto. 


8. This Agreement shall be binding upon the 
successors, assigns, heirs, executors and administrators 


of the parties hereto. 


9. The Seller's representations and warranties 
hereunder shall survive the closing of this transaction 


and the delivery of all required instruments hereunder. 


10. The terms of this Agreement shall be con- 
sidered and determinec jn accordance with the lays of the 


State of New York. 


IN WITNESS WHEREOF, the parties have hereunto 


set their hands the day and year first above writ‘en. / 


In the presence of: 


b 


fiarold— sepes, as “4 


enn erg LA rect i ae Le, 


white Narris, Lo 


ba. LL, 
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eae By! oe (78 2 tamer 


ce %. Norman, Purchascr 


* 
ae aide, Tice. 
Leon or Fricaman, “Purchaser 
e Lo: 
ak ¢ -(. -Xt.€..- c 


fIsrael Sa oae 
i 


ae 


Eephen Wise, Purchaser 


by - 
VS Sains { Frac "a 


“chaser 


f , 
LAu-s ra lig CL sisPican tot , (ff oe 


Stuart A. ‘Jackson, Purchaser 


tlechf YF foc if ay poet DN ga Bits» Ane 


es i im, Scller a 


r EXHIBIT A 
~ } 2 3 4 5 6 
c Total Nuinbor of = ~ ie 7 
umber of Shares of Number of Shares Number of Shares Amount to 
Shares of the Stock To Be Delivered To se Delivered be deliv- Principal 
The Stock To Be’ Re=- ‘in*Escrow To In Escrow To ered to Amount of 
To Be ceived at: Secure Note Iden=- Secure Note idea- Oppenhein Note Due 
Name of 2 -shasex Purchased Closing tified in Col.6 “tified in Col.?. at Closing Aprill4. 1572 
throld Steinberg 14,618 3,334 5,642 5,642 $ 10,002 $ 16,926.00 
throld Harris 35,000 ~7,980 13,510 13 510 23,940 40,530.00 
m2rew E. Normar 64,754 14,765° 24,994 24,995 44,295 74,983.50 
seon W. Friedman 731 167 282 282 501 846.00 
"red L. Israel 1,462 333 565°. 565 1,000 1,693.00 
stephen Wise 10,000 2,280 3,860 3,360 6,840 11,589.00 
.ichard Maybruck 5,000 1,140 1,930 ‘1,930 3,420 5,790.00 
tuart A. Jackson 14,618 3,334 5,642 5,642 10,002 16,926.00 
TOVAL 146,183 33,333 56,425 56,425 $100,000 $169,274.50 


MXAHIBIT B 
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$ April , 1970 
New York, New York 


‘ PROMISSORY NOT™ 


For Value Reccived, 


,@ hereby promises to pay to at 
the : office of the Morgan Guaranty Trust 
Company of New York, the principal sum of 

° Dollars ($ ) in such coin or currency of the United 


States of America as at the time of payment shall be legal 
tender for the payment of public or private debts, such 
payment to be made years from the date of this 
instrument, together with interest from the date hereof 
at the rate of 9-1/2% per annum on the unpaid principal 
amount outstandine on the date on which such interest is 
due, such interest to be paid in quarterly installments 
on each April , July ’ October , and 
January . 
This note may be prepaid without penalty at 
& any time curing the term thereof. 
If there shall be any dufan.e in the payment of 
any installment of principal or interest when the same 


& shall become due and payable hereunder, and such default 


oe © e woke @ 


due and payable forthwith at the option of the holder 
hereof. 4 lige 

~The undersigned, if more than one, shall be 
jointly and severally liable hereunder and, the term 
"undersigned" shall mean the undersigned or any one or 
more of them and their heirs, executors, administrators, 
successors, Or assigns. 

This note is made in and is intended to be per- 
formed in the State of New York and shall be governed 
and construed in accordance with the laws of such State. 

If this note is placed with an attorney for 
collection, the company shall pay all costs of collection, 
including, bui. not limited to, counsel fees, which fees 
shall be addec to the unpaid balance of this note and be 


ree. rable with and as a part there of. 


SUGNAULC. cee es eee eeseeereesrases 


Pe) re ere rere er i ere 2 


Signature. ccosccsescsecssoesssers 


DOGTESS o.6.6:6)0.6 6.9 68 6 ODA oOo) 0:09; 40°09 


: 
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ESCROW AGREEMENT 


Dear Sirs: 


1. This will confirm the agreement between Jack 
Oppenheim ("Oppenheim") and Harold Steinberg, Narold Harris, 
Andrew E. Norman, Leon T. Friedman, Fred L. Israel, Stephen 
Wise, Richard Maybruck and Stuart A. Jackson (the "Stock- 
holders") respecting the agreement by Oppenheim to deposit 
the shares of the Common Stock of Chelsea House Educationcl 
Communications, Inc. (the "Company") transferrable by 
Oppenheim to the Stockholders pursuant to the provisions 


of that certain Agreement (the "Agxeement") dated April ‘ 


1970 between Oppenheim and the Stockholders. 


€ ‘ ' ; 
2. Oppenheim hereby agrees to deposit with you 
sixteen certificates, each representing the number of shares 


of the Company as are set forth opposite the names of the 


* 
Stockholders in Columns 3 and 4 of. Schedule I hereto. The 
total of all such shares is 112,850 and are hereinafter 
° called the "Escrow Shares". Each certificate shall be 


accompanied by at least one stock power duly signed in 


blank on behalf of Oppenhvcim. You hereby agree to hold 


, P 
101 
J 
and distribute the Eserow Shares as provided hercin. 
3. Such of the Escrow Shares as are set forth 
P opposite each of the respective Stockholders’ names in 
Columns 3 ‘ih 4 of Schedule I hereto shall serve as 
security for the full payment of the notes, delivered by 
. such Stockholder to Oppenheim under Paragraph 2(b) of the 
Agreement, set forth in Columns 6 271 7 of said Schcdule : 
4. In the event that Oppenheim shall assert 
that any Stockholder has defaulted in-performing any of his 
obligations under the notcs delivered by such Stockholder 
ad - ¢o Oppenheim under Paragraph 2(b) of the Agreement, Oppen- 
heim shall, in order to enforce payment hereunder, notify 
you in writing with a copy to the Stockholder, all by 
° registered or cautaesed mail addressed as hereinafter set 
forth, specifying the nature of the default which has al- 
legedly occurred. If, within ten (10) days after the 
. mailing of such notice, the Stockholder fails to cure such 
default and reimburse Oppenheim for all loss, damage and 
e expense incurred by Oppenheim in consequence of such failure, 
Oppenheim shall be entitled to receive all of the shares 
then being held by you as are sect forth opposite the 
& Stockholder's name in columns 3 and 4 of Schedule I hereto; 
® 
ee ee iene on ' a 
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provided, however, that if within said ten (10) day period 
the Stockholder notifies you in writing by registered or 
certificd mil ne a copy tc Oppenheim that. he denies 
or disputes ‘the alleged default, the controversy shall be 
promptly resolved by arbitration in New York, New ork, 
in accordance with the rules of the Serkan Arbitraiion 
Association, and judgment upon the award rendered by the 
arbitrator(s) may be entered in any court having jurisdic- 
tion thereof. } 

5. If any claim of a default is not contested 
by, or if it is contested but thereafter dotaraiaed to be 
a default by, the Stockholder, Oppenheim shall be entitled 


to receive all of the Escr:**; Shares set forth opposite the 


Stockholder's name in Colum 3s 3 and 4 of Schedule I hereto. 


6. Upon receipt by you of a reccipt executed by 
Oppenheim, and addressed to any Stockholder, for the sum 
set forth with respect to such Stockholder opposite his 
name in Column 6 of Schedule I hereto, together with ack- 
nowledgment by Oppenheim that there have been no uncured 
defaults by such Stockholder in interest payments by such 
Stockholder, you shall deliver to such Stockholder that 
number of shares of the Escrow Stock as are set forth 


opposite his name in Colum 3 of Schedule I hereto. Upon 


103 


receipt by you of a reccipt executed by Oppenheim, and 
addressed to any Stockholdc . acknowledging that a sum 
equal to the total of the amounts sct forth with respect 
to such Stockholder's name in Columns 6 and 7 of Schedule 
I hereto, has been received by him undex the Agreement, 
and that there have been no uncured defavlts in interest 
payments by such Stockholder, you shall deliver to such 
Stockholder that number of shares of the Escrow Stock as 
equal the total number of shares in Columns 3 and 4 of 
said Schedule I set forth opposite such Stockholder's 


name. 


7. Dividends (other than dividends payable in 
stock of the Company) declared and paid upon any Escrow 
Shares shall, while such shares are held on deposit by you 
under this Agreement, nevertheless belong to the Stock- 
holders and shall be remitted to the Stockholéeers, upon 
receipt thereof, and the Stockholders shall have iull 


voting rights with respect to the Escrow Shares. 


8. In the event that, on May 1, 1972 you shall 
then be holding Escrow Shares, you shall return to eacil 
Stoc.hoider that number of Escrow Shares as are set forth 


opposite his name in Columns 3 and 4 of Schedule I thereto, 
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less the sum of (i) that number of Escrow Shares which 
have been previously returned by you to such Stockholder 
pursuant to Paragraph 6 hereof and (ii) such number of 
Escrow Shares as way be necessary to satisfy any claim 
for default previously asserted (but not yet determined) 
against such Stockholder, as described in Paragraph 4 


hereof. 


9. In performing your duties hereunder, you will 
‘be entitled to rely on statements furnished to you by 
Oppenheim or the Stockhei.ders, acting jointly, or on other 
evidence deemed to you to be reliable, and eae on the 
aavice of counsel selected by you. Under no circumstances 
shall you be liable for any error, act or omission in good 
faith. You shall be entitled to reimbursement for any loss, 
cost, damage and. expense incurred by you in the adminis~ 
tration of this Escrow Ayreement. You may resign by 
instrument in writing delivered to Oppenheim and the Stock~ 
holders. Such resignation shall be effective upon appointmene ® 
of a successor escrow agent satisfactory to all parties 
hereto. 
10. In the event of any change in the capital 


stock of the Company through merger, consolidation or 


reorganization, or in the event of any dividend to holders 


rrr ee Tere 


‘respective parties hereto as follows: 
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of such stock payable in stock of the same class or the 

issue to such holders of rights to subscribe for stock in 

the same class, or in the event of any other change jin the 
capital strugture of the Company, the additional or reclassi- 
fied shares or other securities issued or exchanged on 
account of the original Escrow Shares shall be added to 


anda become Escrow Shares hereunder for all purposes. 


il. All notices hereunder shall be given to the 


_ (a) If to Oppenheim, 241 Central Park 
South, New York, New York; or 
(b) If to the Stockholders, c/o Harold 
Steinberg, Chelsea House Educational Communications, 
‘Inc., 70 West 40th Street, New York, New York (with a 
copy to Royall, Koege] & Wells, 200 Park Avenue, New 
York, New York, attention Stuart A. Jackson); or 


(c) If to you, 


12. The stockholders and Oppenheim shall each 


pay one-half of your expenses hereunder. 


el 


13. This Escrow Agreement shall be construed in 


accordance with the laws of the State of New York. 


14. This Escrow Agreement shall inure to the 
benefit of and be binding upon the parties hereto, and each 


of them, and their respective heirs, successors and assigns. 


Your endorsement on the enclosed two copies of 
this letter will evidence your acceptance of the 146,183 
shares of the Common Stock of Chelsea House Educational 
Communications, Inc. on the terms and conditions herein 


set forth. 


Veny truly yours, 
Jack Oppenhein 
ciate tiatensented all 
Harold Harris 


Andrew E. Norman 


—— 


Loon W. Fricdman 


Accepted: 


Stephen Wisc 
Richard Maybrucx 


Stuart A. Jackson 


— ——— 


3 4 5 6 


Number of Shares Number of Shares Amount to 
To Be Delivered To Be Delivered be Geliv- Princival 
‘In“Escrow To In Escrow To ered to Amount af 
ceived at Secure Note Iden- Secure Note Iden- Oppenheim Note Due 
Closing tified in Col.6_ "-tifiec in Col.7. ‘at Closing April 10, 3972 


cei 3,334 5,642 5,642 ‘  ¢ 10,002 «$ 16,926.00 

35,000, ° 7,980 | 13,510 | 13,510 23,940 40,530.00 40,539.09 
fiérew 5. Norman 64,754 14,765" 24,994 24,995 44,295 74,983.50 9£3.50 
282 ; 501 846.00 


1,462 . 565 . "1,693.00 


10,000 — 3,860 . : 11,580.00 


Maybruck 5,000 Sts 5,790.00 5,796.60 


Stuart A. Jackson ° 14,618 ES . | 2 16,926.00 . . 16,926.00 


——$—————— — er ——_——— 


146,183 56,425 , $100,000 $169,274.50 $169,274.50 


Lyefblsseh a te 
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SETTLEMENT AGREEMENT 


SETTLEMENT AGREEMENT mace this day of Apr Ly 
1970, by and among JACK OPPENHEIM ("Oppenheim"), HAROLD 
STEINBERG, HAROLD HARRIS, ANDREW UL. NOrMZ.1, LEON W. FR EDO NIGH, 
STEPHEN WISE, RICHARD MAYBRUCK, FRED L. ISRAEL and STUART 
A. JACKSON (the "Stockholders"), and CuELYtA HOUSE EDUCA- 


TIONAL COMMUNICATIONS, INC. (the “Company"). 


wmeiaeteweeoewawaeS: - = 


1. Oppenheim and his heirs, executors ana admin- 
istrators, for and in consideration of the sum of One ($1.00) 
Dollar, paid to Oppenheim in hand, and other good and valu- 
able consideration, the receipt of which is hereby acknowl- 
edged, does hereby remise, release and forever discharge 
CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, INC., a New York 
corporation, H?.ROLD STEINBERG, HAROLD HARRIS, ANDREW E. 
NORMAN, LEON W. FRICODMAN, STUART A. JACKSON, ROBERT HECTOR, 
STEPHEN WISE, JEFFREY STEINBERG, ARTHUR HM. SCHLESINGER, 
JR., FRED L. ISRAEL and RICHARD MZLYRRUCK, ti.eixr respective 
present and former predecessors, SUCCESHOLS, assigns, 
parcnts, subsidiaries, affiliates, officers, directors, 


agents, employccs, executors and administrators (hereinafter 


jointly and severally referred to as “Relcasees"), from, 


' 2.5 


in respect of, or in relation to any and all_manncr of. 

claims, actions, causcs of action, suits, debts, dues, sums 
te of money, accounts, reckonings, bonds, bills, specialties, 

covenants, contracts, controversies, agrecments, promises, 

variances, trespasses, transactions, costs, omissions or 
* refusals to act, damagés, judgments, obligations, executions 
anda demands of any kind whatsoever (whether joint or several), 
which against the Releasees, or any of them, Oppenheim ever 
had or now has, upon or by reason of any matter, cause or 
thing whatsoever, whether known or unknown, from the be- 


ginning of the world to the day of the date of these presents. 


2. Oppenheim and the Company hereby cancel the 
employment contract between them dated July 1, 1969, with 
2 termination of compensation payable thereunder as of 
, 1970. The Company hereby agrees with Oppenheim 
that Article FOURTH of such employment contract is null 


° and vcid and of no force and effcct. 


3. Notwithstanding any previous understanding 
* between Oppenheim and the Company, or any officer, director 
or employee thereof, whether written or oral, Oppenhein 
shali have no further access to the premises or the books 


* and records of the Company after the earlicr of (a) June 


6, 1970 or (b) the date on which the Company either (i) 
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reimburses Oppenheim for his cost with respect to the 
furniture purchased by him presently situated in his office 
at 70 West 40th Street, New York, New York, or (ii) removes 
such furniture, at the expense of the Company, to a place 


within New York City designated by Oppenheim. 


Messrs. Stcinberg, Norman and Wise, and the Company, 

each covenant that the Company wil not, during the term 

of that certain Escrow Agreement among the Stockholders, 
Oppenhein and Morgan Guaranty Trust Company of New York, 
bearing even date herewith, offer its common stock solely 

to its existing shareholders unless it shall increase the 
number of Escrow Shares, as defined in said Escrow Agreec~ 
~\nt, in the same proportion as ‘the nunber of shares to be 
offered to such shareholders bears to the number of shares 
then held by such shareholders without cost to Oppenheim 


or the Escxow Agent. 


The parties each acknowledge that this instrument 
contains tne entire understanding of the parties and super- 
sedes, revokes and cancels any and all other ina@ucements, 
arrangements, understandings, agreements, representations 
or warrantics, whether oral or written between the partics 
hereto with respect to any of the matters herein contained; 


and thet in entering into this instrum:nt the parties each 
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xely solely on the matters expressly set forth herein and 
acknowledge and agree that none of them had or relied 
upon any express or implied inducement, statement, pro- 
posal, representation, warranty. guarantce, undertaking or 
agreement other than those expressly set forth herein; and 
further that the parties each assume and bear all risk as 
to any knowledge or lack of knowledge of any fact or matter 
not expressly set forth herein. 
Dated: New York, New York 
April » 21970 
Jack Oppenheim 
CHELSEA HOUSS EDUCATIONAL 
COMMUNICATIONS, INC. 


| aaa, sae ae 
President 


Harold Steinberg 


— nen 


Rees Sa 
Andrew EL. Nexriman 


el 


asin cinbianabimmebiemenmmaaanns> 
Leon W. Friedm:n 


Stephen Wise 


Richard Maybruck 
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——— el 


Freda L. Isracl 


Stuart A. Jackson 


i tatod 


that tha navt anrdaAanr nf hncinace 


w 
EXHLE? By 
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SETYLEMENT AGREEMENT 
SETTLEMENT AGRELMENT made this day of April, 1970, 
¥ by and among JACK OPPENIEL (“oppentein"), HAROLD STELNRERC, 
HAROLD HARRIS, ANDREW E,. NORMAN, LEON W. FRIVOMAN, STEPREL Wise, 
RICHARD MAYBRUCK, FRED lL. TSRAEL and STUART A, JACKSON (the 
"stockholders"), and CHET. ‘ HOUSE EDUCATIONAL COMAUNICATIONS , 
INC. (the "Company"). | 
e WITNESSETH 
CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, INC., a New 
York corporation, HAROLD STEINBERG, HAROLD HARRIS, ANDRE\ E. 
® NORMAN, LEON ‘W FRIEDMAN, STUART A JACKSON, STEPHEN WISE, 
FRED L, ISRAEL and RICHARD MAYBRUCK, and their respective 
present and former predecessors, success rs, assigns, parcnts, 
|® subsidiaries, affiliates, officers, directors, agents, employecs, 
executors end administrators (hereinafter jointly and severally 
referred to as "Releasors"), for and in consideration of the 
: sum of One ($1.00) Dollar, paid to Oppenheim in hand, and 
other good and valuable consideration, the receipt of which is 
hereby acknowledged, does hereby remise, release and forever 
’ discharge Oppenhein and his heirs, executors and administravors 
from, in respect of, or in relation to any end all manner of 
e claims, actions, causes of action, suits, debs, dues, Stuns of 


money, accounts, reckonings, bonds, bills, specialties, cove- 


nants, contracts, controversies, agreements, promiscs, varinnces, 


ate 
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trespasses, transactions, costs, omissions or refusals to act, 
damages, judgment.:, obligations, executions and demands of any 
kine whatsoever (whether joint or severcl), which against 
Oppenhein, Releasors ever had or now have, upon or by reaccn 
of any matter, cause or thing whatsoever, whether know or 
unknown, from the beginning of the world to the day of the 


Gate of these presents. 


The parties each acknowledge that this instrument cca- 
tains the entire understanding of the parties and supersedes, 
revokes and cancels any and all other inducements, arrangenents, 
understandings, agreements, representations or warranties, whether 
oral or written between the parties hereto with respect to any 
of the matters herein contained; and that in entering into this 
Snstrument the partics each rely solely on the nattvers expressly 
set forth herein and ack..owledge and agree that none of them 
had or relied upo: any express or implied incucenent, statve- 
ment, proposal, represent«.vion, varranty, gusrantee, under- 
taking or agreciment other than those expressly set forth herein; 
and further that the partics each assunc and bear all risk as 
to any knowledge or acl: of knowledge of any fact or matcer 
not expressly set forth hcrein. 3 
Dated: New York, New York 

April » ag{o 


CHELSEA HOUSE EDUCATIONAL 
COMMUNICATIONS, Ile. 


By 


President 


w 
arold Harris ee. 
& 
Leon W. Friedman 
% Stephen Wise 
Richard Maybruck 
® 
Ea Ee Ie 
Fred L. Israel 
AS eee 
e Stuart A. Jackson 
Jack Oppenheim 
@ 
tt 
¥ 
& 
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EXHIBIS F 


e 1970 


Chelsea House Educational Communications, Inc. 
70 West 40th Street 
New York, New York 


Mr. Jack Oppenheim 
241 Central Park West 
New York, New York 


Dear Sirs: 


The undersigned is about to acquire 
shares of Common Stock (the "Stock") of Chelsea House 
Educational Communications, Inc. from Mr. Jack Oppenhein. 


The undersigned recognizes that the above shares 
have not been registered under the Securities Act of 1933 
in reliance upon representation by Mr. Jack Oppenheim that 
he was purchasing such shares for investment and not with 
a view to distributing the same. Accordingly, in recog- 
nition of the fact that such shares have not been so regis- 
tered, the undersigned warrants and represents that the 
undersigned is acquiring the Stock for the undersignec's 
own account for investment and that the undersigned is not 
acquiring the Stock with a view to dividing the undersigned's 
participation with others or with a view to, or in connec- 
tion with, any offering or distribution thereof and that 
the undersigned has no present intention of selling or 
otherwise disposing of the Stock. 


The undersigned agrees that Chelsea House Edcuca- 
tional Communications, Ince. shall not be required to make, 
permit or recognize any exchange, pledge, transfer, hypothe- 
cation or assignment of the Stock, in the absence of an 
effective registration statement for the Stock under the 
Securities Act of 1933, as amended, or unless the under- 
signed shall furnish Chelsea House Educational Communica- 
tions, Inc. at the time thereof with an opinion of coun:el, 
satisfactory to Chelsea House Educational Communications 
Inc., to the effect that such exchange, pledge, trans 


’ 


or 


hypothecation, assignment or issue would not involve ay 


violation of the Securitics Act of 1933, as amended. The 
undersigned further agrees that the certificate evidencing 


Name NUMVOeEF Vi HYiialiwr CO at ay 


the shares to be purchased, which is to be issued in the 

name of the undersigned, may bear a legend referring to f 
the foregoing and restricting transfer of such shares 

except as hereinbefore specified. 


Very truly yours, 


Plaintiff's Exhibit 6 


* Signed document entitled "Lochsley Hall, Inc. 
Unanimous consent of Stockholders" 
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LOCHSLEY HALL, INC. 
UNANIMOUS CONSENT OF STOCKHOLDERS 


The undersigned, being all of the holders of 
the issued and outstanding shares of stock of Lochsley 
Hall, Inc., a New York corporation, do hereby adopt the 
following resolutions pursuant to Section 615 of the 
Business Corporation Law of New York, by our unanimous writ- 
ten consent without a meeting and in lieu of a special or 
annual meeting of stockholders, with full force and effect 
as if adopted by the affirmative vote of all of us ata 


duly constituted meeting: 


~ 


RESOLVED, that the following persons 
be and hereby are elected as directors of 
this Corporation, to serve as such pursuant 
to the By-laws of this Corporation until 
their successor® are duly elected and shall 
qualify: 


Robert Hector 
' Fred L. Israel 
‘ Stuart A. Jackson 
Andrew E. Norman 
Jack Oppenheim 
Arthur M. Schlesinger, Jr. 
Harold Steinberg 
Stephen Wise; and further 


RESOLVED that all actions of the 
officers and directors of this Corporation 
heretofore taken in organizing, developing, 
promoting, directing and otherwise managing 
and conducting the business and affairs of 
this Corporation since the date of its 
incorporation on November 3, 1966, including 
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but not limited to those involved in the 
employment of persons to work ror this 
Corporation, the fixing and payment of 
salaries of officers and other employees 

of this Corporation, the sale or other 
distribution of assets and issuance of 

shares of common stoc’: of this Corporation 
for such consideration as may have been 
deemed reasonable under the circumstances 
thereof, and the purchase of assets, 
{including shares of stock of subsidiaries of 
this Corporation (including University-at~- 
Large Programs, Inc.) and inventory of this 
Corporation, for such consideration as may 
have been deemed reasonable under the circum- 
stances thereof, be and hereby in all respects — 
approved, ratified, confirmed and validated; 
and further 


RESOLVED, that pursuant to Section 1 of 
Article X of the By-laws of this Corporation, 
the first sentence of Section 1 of Article III 
of the By-laws of this Corporation be and here- 
by is amended to provide that the business of 
the Corporation shall be managed by the Board 
of Directors, which in its entirety, shall con- 
sist of such number, not less than three nor 
more than nine directors, as determined by the 
Board of Directors from time to time, all of 
whom shall be at least 21 years of age; and 
further 


RESOLVED, that the following amendments 
to the Certificate of Incorporation of this 
Corporation be and hereby are authorized and 
approved: 


(a) An amendment to change the name of 
this Corporation to Chelsea House Educational 
Communications, Inc.; 


(b) To recapitalize the company by 
changing each of the 400 presently authorized 
shares of no par common stock into 1879.25 
shares of $.01 par value common stock and 
adding sufficient new shares of $.0l par value 
common stock, so that the aggregate number of 
shares authorized shall be Two Million (2,000,C00) 
shares of $.01 par value common stock; 


~ 
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(c) To change the designation of the 
registered office of this corporation to 
70 W. 40th Street, New York, N. Y.;3 


(d) To eliminate provisions requiring 
100% voting upon any merger, consolidation, 
dissolution and/or sale of all or substan- 
tially all of the assets of this Corporation 
and the consent of 100% of trh- shares e.ititled 
to vote for directors in ordc: to mortgage 
or pledge or create any security interest in 
all or substantially all of the property of 
this Corporation; and 


(e) To add new provisions which will 
eliminate pre-emptive rights and cumulative 
voting; and further 


RESOLVED, that the appropriate officers 
of this Corporation be and hereby are autho- 
rized and directed to sign all certificates, 
instruments, and other documents, and to take 
all other or further actions as may be neces- 
sary or appropriate to effectuate the intent 
and purpose of the foregoing resolution; and 
further 


RESOLVED, that upon completion of such 
recapitalization, the issue of the following 
shares by this Corporation to each of the 
following persons, in payment for services 
rendered to this Corporation by such persons, 
be and hereby is in all respects approved and 
authorized provided, however, that each of 
such persons execute and deliver to this Cor- 
poration a letter restricting disposition of 
two-thirds of such shares and imposing 4 re- 
version upon two-thirds of such shares upon 
voluntary termination of employment by the 
respective person to whom such shares are is- 
sued, on discharge of such person for cause, 
all for a period of time from the date of is- 
suance of such shares and upon other terms and 
conditions to be determined in the discretion 
of the Board of Directors or its designees, and 
in addition a letter setting forth the knowledge 
of each such person that a sale of such shares 
has not been registered with the Securities 
and Exchange Commission and that such shares 
are being taken by each such person for invest- 
ment and not with a view to distribution or 
Sale thereof; 
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Name . Number of Shares 
Leon Friedman 2,000 shares 
Fred L. Israel 5,939 shares 
Stuart A. Jac’sson 12,500 shares 
Jeffrey J. Steinberg 3,000 shares 


and further 


RESOLVED, that the appropriate officers 
and directors of this Corporation be and 
hereby are authorized and directed to exe- 
cute and deliver such certificates, agree- 
ments end other instruments and ‘‘ocuments 
as may be necessary or appropriate to ef- 
fectuate the intent and purpose of the fore- 
going resolution; and further 


RESOLVED, that a form of Qualified Stock 
Option Plan, providing for the issuance of 
options to purchase up to an aggregate of 
25,000 shares of common stock of this Cor- 
poration in the form and substance hereto- 
fore approved and adopted by the Board of 
Directors of this Corporation be and hereby 
is in all respects approved and adopted s 
the Qualified Stock Option Plan of this vor- 
poration; and further 


RESOLVED, that the sale of up to 
200,000 shares of common stock of this Cor- 
poration to the public, at a price and upon 
terms and conditions to be determined by the 
Board of Directors of this Corporation in 
their discretion, and in connection there- 
with, the granting to the underwriter of a 
warrant to purchase up to 20,000 shares and 
the appointment of a transfer agent and reg- 
istrar, both upon terms and conditions to be 
approve. by the Board of Directors of this 
Corporation in their discretion, be and here- 
by is in all respects approved and authorized; 
and further 


RESOLVED, that upon approval by the 
Board of Directors of this Corporation of 
such issue and sale of shares of common stock 
to the public, the appropriate officers of 
this Corporation be and hereby are authorized 
and directed to execute and deliver all such 
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certificates, instruments, agreements and 

other documents, and to take 4.1] such other 

or further acions as may be necessary or 

appropriate to effectuate the j itent and 

purpose of the foregoing resciucion. 

IN WITNESS WHEREOF we have executed this 
instrument of our unanimous consent this 16th day of 


June, 1969 ‘ 


narew &. Norman 


Y : 
(fe Oh: tL oe tt. 
ac 
v: 


Plaintiff's Exhibit 7 


Unsigned document entitled “Minutes of a 
Special Meeting of the Board of Directors of 
Lochsley Hall, Inc.” 
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12: 
MINUTES OF A SPECIAL MEETING - 


OF THE BOARD OF DIRECTORS 
OF 


LOCHSLEY HALL, INC. 


- A special meeting of the Board of Directors of 
Lochsley Hall, Inc., a New York corporation, was held at 
the offices of Royall, Koegel & Wells, 200 Park Avenue, 

New York, N. Y. on the 13th day of June, 1969 at 11 o'clock 
4n the forenoon. The following named directors, consti- 
tuting all of the directors of the corporation were present: 
Robert Hector 
Andrew E. Norman 


Jack Oppenheim 
Harold Steinberg 


" Also present by invitation were Messrs. Leon Friedman, House 


Counsel for the corporation, and Bruce R. Tuttle, Jr. of the 
firm of Royall, Koegel & Wells. 

| Pursuant to the By-laws, Mr. Robert Hector, Chair- 
man of the Board, presided as Chairman of the meeting, and 
by unanimous consent, Mr. Tuttle acted as Secretary of . 
meeting. 

Te Chairman noted that the first order of Business 

was to approve the minutes of the last meeting o- the Board 
of Directors, held on December 21, 1967. By unanimous voice 
vote, the reading of said minutes was dispensed with and the 


minutes were approved. 


The Chairman stated that the next order of 
business was to take the appropriate action concerning 
the election of officers of the corporation. After dis- 
cussion, upon motion duly made, seconded and carried without 
opposition (each director abstaining as to his own election, 
and all other directors voting in the affirmative), it was: 

RESOLVED, that the following persons 
be und hereby are elected officers of this 
corporation to serve as such during the 


pleasure of this Board of Directors in the 
offices set opposite their respective names: 


Name Office 
Harold Steinberg President 
Robert Hector Chairman of the Board 

and Treasurer 

Jack Oppenheim Vice President 
Andrew E. Norman Vice President 
Stephen Wise Vice President 
Jeffrey J. Steinberg Vice President 
Stuart A. Jac”’son Secretary 


The Chairman stated that the next order of business 
was to take action with respect to retainers of professional 
consultants. | After discussion, upon motion duly made, second~ 
ed and unanimously carried, it was: 


RESOLVED, that the retainer of the law 
firm of Royall, Koegel & Wells as general 
counsel for the corporation for compensation 
equal to said firm's usual rates for the 
services rendered, be and hereby is approved 
and confirmed; and further 


RESOLVED, that the retainer of the ac- 
counting firm of Price, Waterhouse & Co. as 
independent auditors for the Corporation 
for compensation equal to said firm's usual 
rates for the services rendered be and hereby 
is approved and confirmed. 
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The Chairman stated that the next order of business 
was to consider and take the appropriate action with respect 
to effectuating certain amendments to the Certificate of In- 
corporation of the corporation. A proposed form of Certifi- 
cate of Amendment to the Certificate of Incorporation of the 
corporation was presented, and there was discussion of the 
proposed amendments. Thereupon, upon motion duly made, 
seconded and unanimously carried, it was: 


RESOLVED, that the following amendments 
to the Certificate of Incorporation of this 
corporation be and hereby are authorized and 
approved: 


(a) To change the mme of this corporation 
to Chelsea House Educational Communications, 
Ine <3 


(b) To recapitalize the company by 
changing each of the 400 presently authorized 
shares of no par value common stock into 1879.25 
shares of $.01 par value common stock and adding 
sufficient new shares of $.01 par value common 
stock, so that the aggregate number of shares 
authurized shall be Two Million (2,000,000) 
shares of $.01 par value common stock; 


‘ (c) To change the designation of the 
registered office of this corporation to 70 
W. ‘40th Street, New York, New York; 


(a) To eliminate provisions requiring 100% 
voting upon any merger, consolidation, di ssolu- 
tion and/or sale of all or substantially all of 
the assets of this corporation and the consent 
of 100% of the shares entitled to vote for di- 
rectors in order to mortgage or pledge or create 
any security interest in all or substantially all 
of the property of this corporation; and 


(e) To add new provisions which will elimi- 
nate pre-emptive rights and cumulative voting; 
and further 


127 


RESOLVED, that appropriate officers of 
this corporation be and they hereby are au- 
thorized and directed to cause such amendments 
to be presented to the stockholders of this cor- 
poration, and upon approval by at least a two- 
thirds majority thereof, to cause a Certificate 
of Amendment incorporating all of such amendments 
sO approved to be submitted t and filed with the 
office of the Secretary of the State of New York; 
and further 


RESOLVED, that the appropriate officers of 
this corporation be and hereby are authorized 
and directed to execute such certificates, in- 
struments and documents as may be necessary and 
appropriate to effectuate the intent and pur- 
pose of the foregoing resolutions. 

The Chairman stated that the next order of business 
was to consider the adoption of a Qualified Stock Option Plan 
in order to give key employees of the corporation an inducement 
to acquire a proprietary interest in the corporation and an 
additional incentive to advance the interests of the corpora- 
tion. He proposed that, for this purpose, 25,000 shares of 
the common stock of the corporation, which would be available 
following completion of the proposed recapitalization, be 
set aside. The Chairman presented to the meeting a form of 
plan and option agreement thereunder, and there was discus- 
sion of the plan and form of Stock Option Agreement. After 
discussion, upon motion duly made, seconded and unanimously 
carried, it was: 

RESOLVED, that subject to approval of the 
stockholders of the corporation within one year 
from the date of this meeting, and subject to 
completion of the proposed recapitalization of 
this corporation, this Board of Directors does 


hereby approve and adopt a Qualified Stock 
Option Plan providing for the issuance of stock 


oh. 
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options to key employees of this corporation 
up to an aggregate of 25,000 shares, under 
which plan the option price, the manner end 
time of exercise and the other terms and con- 
ditions of exercise are‘to be determined by 
the Board of Directors at the time of granting 
each such option, and which plan and the agree- 
ment and option thereunder are to be substan- 
tially as presented to and discussed at this 
meeting, but always to be such that said op- 
tions shall be qualified under the United 
States Internal Revenue Code and all regula- 
tions thereunder. 


The Chairman stated that the next order of business 
was to consider and take the appropriate action with respect 
to the granting of an option to Mr. Arthur M. Schlesinger, 
Jr. to purchase up to 3,500 shares of common stock under the 
just approved Qualified Stock Option Plan. After discussion, 


upon motion duly made, seconded and unanimously carried, it 


Ne 


was: 


RESOLVED, that Arthur M. Schlesinger, 
Jr., a key employee of the corporation, be 
and hereby is granted a stock option pursuant to 
the Qualified Stock Option Plan of the corpora-~ 
tion, to purchase up to 3,500 shares of common 
stock of the corporation at a price of $10 per 
share, such price being, in the opinion of this 
Board of Directors, equal to the fair market 
value of the corporation's common stock as of .- 
the date of this meeting; and further 


RESOLVED, that the foregoing option shall 
be consistent with the Qualified Stock Option 
Plan cf the corporation, and shall not be ex- 
ercisable in whole or in part until June 13, 
1970, and shall be at all times subject to ap- 
proval of the recapitalization of the corpora- 
tion and approval of the Qualified Stock Option 
Plan of the corporation by the stockholders of the 
corporation prior to such date; und further 
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RESOLVED, that the President of the cor- 


poration be and hereby is authorized and 
directed forthwith to notify such empioyee 
. of the grant of the foregoing option, and, 
as soon as practicable to cause the appro- 
priate o.ficers cf the corporation to enter 
into a Stock Option Agreement with such em- 
ployee, subject to and in accordance with the 
provisions of the corporation's Qualified Stock 
* Option Plan. 


The Chairman stated that the next order of business 
was to consider and to take the appropriate action to provide 
e compensation in the form of stock to certain additional 
employees of the corporation. After discussion, upon motion 
duly made, seconded and unanimously carried, it was: 


RESOLVED, that upon completion of the 
previously proposed and approved recapitaliza- 
tion of the corporation to provide a total 
authorized capital of 2,000,000 shares of com- 
mon stock, $.01 par value, the issue of the 
% following shares by this corporation to each 

of the following persons, in payment for ser- 
vices renderéd to this corporation by said 
persons, be and hereby is in all respects 
approved and authorized, provided, however, that 
each of such persons execute and deliver to this 
* corporation a letter restricting disposition of 
two thirds of such shares and imposing a rever- 
sion upon two thirds of such shares upon 
voluntary termination of employment by the 
respective person to whom such shares are issued, 
or discharge of such person for cause, all 
* fora period of time from the date of issuance 
of such shares and upon other terms and conditions 
to be determined in the discretion of the Presi- 
dent and the Thairman of the Board, and in addi- 
tion, a letter setting forth the knowledge of 
each of such persons that a sale of such shares 
* has not been registered with the Securities and 
Exchange Commission and that such shares are 
being taken by each such person for investment 
and not with a view to distribution or sale 
thereof: 


- 


Name Number of Shares 130 


Leon Friedman 2,000 shares 
Fred L. Israel 5,939 shares 
Stuart A. Jackson 12,500 shares 
Jeffrey J. Steinberg 3,000 shares; and further 


RESOLVED, that the appropriate officers 
of this corporation be and hereby are au-~ 
thorized and directed to execute and deliver 
such certificates, agreements and other in- 
struments and documents as may be necessary or 
appropriate to effectuate the intent and purpose 
of the foregoing resolution; and further 


RESOLVED, that the issuance of certain 

shares of common stock to Fred L. Israel as 

of June 30, 1968 pursuant to a certain letter 

agreement dated March 18, 1969 between Fred 

L. Israel and this corporation, which restricts 

transfer of such shares, and a letter modifica- 

tion thereof dated June 17, 1969 be and here- 

by is in all respects approved, confirmed, 

ratified and_ validated. 

The Chairman stated that the next order of business 
was to consider and take the appropriate action to approve 4 
sale by the corporation to the public of shares of common 
stock of the corporation. He stated that a letter of intent 
dated April 11, 1969 had been entered into with the brokerage 
house of Herzfeld & Stern whereunder said firm proposed to pur- 
chase from the corporation, for resale to the public, a total 
of 180,000 shares of common stock and take an option on an 
additional 20,000 shares to cover over-allotments, such sale 
to the public being contemplated to take place at an offering 
price of $10 per share. He stated that an underwriting agree- 


ment with such brokerage house had not yet been entered into, 


but it was contemplated that the corporation would receive 


ate 


Robert Hector 


And rew FE. Norman 


approximately $9.30 per share from the underwriter and 
would give the underwriter options to purchase up to an 
aggregate of 20,000 shares of common stock at a price ov 
$11.00 per share. The matter was discussed and reviewed 
in detail. Thereupon, upon motion duly made, seconded and 


unanimously carried, it was: 


RESOLVED, that the issue and sale of 
up to 200,000 shares of common stock of 
this corporation to the public, at a price 
and upon terms and conditions to be deter- 
mined by the President and the Chairman of 
the Board of this corporation be and hereby 
is approved; and further 


RESOLVED, that the granting of an option 
or warrant to the brokerage house of Herzfeld 
& Stern to purchase 20,000 shares at a price 
which shall be ten percent above the public 
offering price be and hereby is approved; and 
further 


RESOLVED, that the appropriate officers 
of this corpération be and they hereby are 
authorized and directed to execute and deliver 
all such certificates, instruments, agree- 
ments and other documents, and to take all 
such other or further actions as may be neces- 
sary or appropriate to effectuate the intent 
and purpose of the foregoing resolution. 


There being no frrther business to be transacted, 


upon motion duly made, seconded and unanimously carried, 


the meeting was adjourned. 
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Secretary of the Meeting 


Jack Oppenheim 


Harold Steinberg 
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* Plaintiff's Exhibit 8 


Chelsea House Educational Communications, 
Inc., unaudited Consolidated Balance Sheet as 
at April 30, 1970 with attached envelope 
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Defendant's Exhibit A 


Article from New York Magazine entitled 
@ "Chelsea Boys and How They Grew" 
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“Harold, that girl in that office is nude!’ ‘Well, Jason, we're 


pretty permissive here. We let people do their own thing.’.. 


Jason Epstein, a capo don of the 
New York literary mafia, is a vice- 
president of Random House, the editor 
of such authors as Philip Roth and 
Oscar Lewis, the husband of Barbara Ep- 
stein, herself a power at The New York 
Review of Books, and, last but not least, 
an amateur cook ranking somewhere 
between Mrs. Beeton and Craig Clai- 
borne. It is Epstein’s knowledge of 
kitchens which led him a few months 
ago to visit two buttonmen of pub- 
lishing, Bob Hector and Harold Stein- 
berg, a pair of former press agents 
whose forebears are Rumanian but 
whose technique is Hungarian, a devas- 
tating combination in any field of en- 
deavor but one especially well suited to 
the Balkan intrigues of publishing. 

Hector and Steinberg operate on 
West 40th Street. They each own about 
20 per cent of a four-year-old company 
they founded named Chelsea House, 
which publishes live books by dead 
authors and also is in the multi-media 
field of films and tape. It is a lapse in 
the otherwise sound intelligence of Ep- 
stein that he has allowed himself to be 
gulled by his old friend Steinberg. 

What Chelsea wanted to do, Steinberg 
has explained to Epstein, was install a 
kitchen in their office. Steinberg and 
Epstein live in the same apartment 
house on the West Side and Steinberg 
has seen Epstein’s magnificent kitchen. 
Chelsea House needs a lot of things, 
but what it doesn’t need is a kitchen. 

Epstein arrives at Chelsea House and 
Sieinberg, with a trace of uncommon 
obsequiousness, shows Epstein potential 
sites for the kitchen. The two arrive at 
an office with a closed door and Stein- 
berg says quietly, “Jason, how about 
this office, do you think it would work?” 
The trap springs; Epstein opens the 


46 NEW YORK 


DX 


, ee éfrew 


door, Steinberg grinning maniacally at 
his heels. In the office behind a type- 
writer is an attractive nude girl. 

Now publishing is a casual industry 
and editors especially are quite relaxed, 
but nothing in Jason Epstein’s past has 
quite prepared him for the nude typist. 
“Harold,” says Epstein, “Harold, that 
girl...” “Let’s look down this hall,” 
says Steinberg. “Harold,” Epstein says, 
“that girl in that office I just looked 
into, that girl had no clothing on.” 
“Oh,” says Steinberg, “I didn't even no- 
tice.” “Harold,” says Epstein, “what 
I'm telling you is that she was nude.” 
Epstein’s voice is beginning to reach a 
higher register. “Well, Jason,” says 
Steinberg, “we're pretty permissive here. 
We let people do their own thing.” At 
the end of the hall they run into Hector. 
By way of explanation, Steinberg says, 
“You know Jason, Bob here writes 
with his shirt off.” Epstein stares firs: 
at Steinberg and then at Hector, trying 
to comprehend them. 


If Epstein has difficulty understanding 
Steinberg and Hector, he is not alone: 
they have been baffling friends and 
enemies alike for 20 years. And before 
one can understand these two aging 
hippies who may well become self-made 
millionaires, one must cope first with a 
new trend that is sweeping book pub- 
lishing today. 

In the past few years, publishing has 
become a thriving cottage industry. 
There is no complete list of all the new 
publishing houses that have sprung up; 
the number changes monthly. But one 
need do no more than pick up the paper 
to check the latest entries into the field. 
The two most recent companies were 
started by writers. Peter Wyden, the 
magazine executive and writer, founded 


a firm to publish books with a popular 
sociological flavor. Dick Schaap, the 
sportswriter, just began Maddick Manu- 
scripts, which is producing a series of 
books with a herd of sports stars 
Schaap’s company literally grew from 
the tremendous success he had with 
his book with Jerry Kramer, Instant 
Replay. Schaap’s company is practically 
in the cottage category. He rented the 
apartment next door to his own to serve 
as an office. Bill Adler, the wit and 
wisdom fellow, has been packaging his 
own books for years. Jeremy Tarcher 
packages celebrity books on the West 
Coast. 

The operative word in many of these 
new ventures is a phenomenon known 
in the trade as “packaging.” Essentially. 
a packager comes up with an idea, an 
author and eventually a book. He then 
takes his package to a publishing house 
which provides—for a percentage—a 
sales organization to distribute the pack- 
ager's book. In Chelsea House's case. 
a finished book is delivered to Random 
House for distribution, for a percentage 
of the list price of the book. 

Although the entrepreneurial drive 
is an American tradition, it is amazing 
given the generally small profit margins 
of publishing, that the book business 
has attracted so many self-starters. The 
high cost of manufacturing a book. cou- 
pled with the 10, 12-and-one-half or 1§ 
per cent royalty that authors demand 
would seem to make most new publish- 
ing companies highly improbable 

Chelsea House has avoided paving 
royalties by shrewdly picking up mate- 
rial in the public domain—an example 
is the 1897 Sears, Roebuck Catalogue 
This is a fairly sophisticated way to 
make a living in publishing, and in view 
of the backgrounds of Hector and 


Publishers Harold Steinberg (left) and Bob Hector with Chelsea 


ouse topless secretary: “Bob here writes with his shirt off ~ 
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founded by two aging hippies who may now become millionaires ~, G 


Steinberg it is even more unusual. 

Although it is true that Steinberg has 
worked for a living in the traditional 
sense of that word, it is also a fact that 
Hector never worked any longer than 
six months at any kind of job during 
his adult life. Hector was a hard-core 
unemployable before that phrase was 
taken over by the pop sociologists, and 
he is still baffled today by the concept 
of “withholding.” 

Hector says he was born on January 
28, 1921 (“of course I’m an Aquarius”) 
in New York City and entered Oberlin 
College in 1941. Oberlin sad Hector 
were not suited for each other and 
he came back to New York, where 
he took a job at Arnold Constable. 
He was a _ package collector; one 
of his chores was to be lowered by 
rope down the package chute to unclog 
package jams. After two weeks of being 
the dangling man, he gave up Consta- 
ble’s and went to work for a theatrical 
press agent. He wrote press releases, 
hung around backstage, ogled the girls 
and generally enjoyed himself. 

He was drafted in early 1942, was 
taught Japanese, and toured Guadal- 
canal, Bougainville and New Guinea 
through the courtesy of the U.S. Army. 
Somewhere along the way he got a 
fragment of a shell in the buttocks, 
courtesy of the U.S. Navy. After his 
discharge, he discov. ed unemploy- 
ment compensation—$.0 a week for 
52 weeks from a grateful U.S. govern- 
ment. This was his first brush with wel- 
fare, and his later life was filled with 
intermittent visits to the unemployment 
office when he was active in the theatre. 

After exhausting the potential of 
government relief, Hector went back 
to work as a press agent. He remembers 
only a few of the earlier plays he pub- 
licized, presentations such as Brooklyn 
Biarritz (which was a polite euphemism 
for Coney Island) and Popsie. “Every- 
thing had a bed in it,” he says. In a 
year or so, Hector was admitted to the 
Broadway press agents’ union, an affilia- 
tion that guaranteed him a minimum of 
$125 a weck when he was working. In 
1951 he rented an apartment at 38 
West 57th Street, above a store called 
the Corsetorium. 

That apartment originally rented for 
$60 a month; three years after he moved 
in, the rent was reduced by the Rent 
Con‘rol Commission to $48 a month. 
It was a two-flight walk-up and one en- 
tered through the living room, which 
was roughly 18 feet long, 10 feet wide 
and at least 12 feet high. There was 
one large shuttered window which, 
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as far as his friends know, went un- 
washed during the 14 years he lived in 
the apartment. At one end of the living 
room was another room, roughly cight 
feet by three feet, which the landlord 
called a bedroom. Hector used it as a 
free-form closet. At the other end of 
the living room was the utilities module 
—a kitchen with wretched equipment 
and a bath with no shower. Showing 
the typical ingenuity that he has dis- 
played all his life. Hector created a 
shower by stringing a punctured hot 
water bottle from the faucet. 

His life gradually became bound up 
in that tiny area of New York City 
known to the Post Office as New York 
19. Breakfast at Riker’s on the corner 
of Sixth Avenue and West 57th Street 
(this is the flagship of the Riker’s chain, 
where the food is delivered from the 
kitchen to the customer on a rolling 
belt), lunch at the Sixth Avenue Deli- 
catessen a block and a half from 57th 
Street (where the maitre d’ still greets 
him as “Red”) and perhaps dinner at 
the Chinese restaurant across the street. 

And yet in those days Hector was 
movin, onward and upward. When he 
was employed, he was working for pro- 
ducers iike Robert Whitehead and 
earning $175 to $275 a weck. In the 
early 1950s, the theatre was still a vital 
force in New York City, but in the late 
fifties, a malaise set in. The theatre was 
shrinking drastically and work was hard 
to come by. “I would end up working 
about 20 wecks a year, one way or the 
other, making $200 a week, and then 
I'd have another 20 wecks of unem- 
ployment insurance at $55. With a $48- 
a-month rent, plus the 1.B.M. cafeteria, 
I was just able to break even.” 

The 1.8.M. cafeteria, at Madison 
Avenue and 57th Street, ‘vas a bit east 
for Hector but the food was cheap, 
good and filling. He got access to 
the cafeteria after writing a _ pro- 
file of S. Hurok (a former employer) 
for Think magazine. Occasionally, one 
of the 1.B.M. guards at the cafeteria 
would stop him and ask who he was. 
Hector simply would say “Security” in 
a menacing tone and he was let in. 
During his 1.8.M. cafeteria days he 
spent hours trying to find a secretary at 
1.8.M. to date. He felt that if he could 
only get his name put on the payroll, 
the organization was so gigantic that he 
never would be detected. 

Hector's friends in the late fifties had 
established a club of sorts at the Pus- 
sian Tea Room, next to Carnegie Hall. 
There was Hollis Alpert, the film critic 
and novelist; Harold Clurman, the di- 


rector; Jimmy Gelb, the stage manager: 
Hershy Kay, the composer; Joseph 
Buloff of the Yiddish Theatre. Lou 
Jacobi occasionally sat in, as did Zero 
Mostel and Stella Adler. Maureen Sta- 
pleton might drop by, as might an 
erratic speechwriter for the Amencan 
Jewish Committee named Harold Stein- 
berg. 

It was at this halfway house for thea- 
tre professionals that Hector met Stein- 
berg. Nobody quite knew how to handle 
Steinberg because he was more eccen- 
tric than any of the other regulars who 
sat in the front booths of the Tea Room. 
His head was shaved bald, he had what 
looked suspiciously like hyperthyroid 
eyes, a strange beard, and he talked 
loudly and seemed manic most of the 
time. Hector, on meeting him, thought 
he looked like Yul Brynner, who was 
very much in vogue then. 

When one deals with Steinberg, facts 
tend to become elusive, truth blurs right 
before your eyes. According to Stein- 
berg, he was born in 1927 on the Lower 
East Side. He also says that he volun- 
teered for the Army right after Pearl 
Harbor at the age of 17, but in the next 
breath he says that he went into the 
Air Force in 1943—aiso at the age of 
17. Hector says flatly wat Steinberg ns 
at least 60. Steinberg, ir. thinking the 
matter over, says he is “in his late 
thirties.” 

Steinberg admits he was one of the 
very early college dropouts and that he 
entered the armed forces sometime dur- 
ing World War HI. After the war he 
vaguely recalls working for the Voice 
of America as a newswriter, for the Clo 
and UNRRA. In 1959 he went to work at 
the American Jewish Committee as a 
speechwriter and press agent for Com- 
mentary magazine. Theodore Solotaroff. 
now the editor of New American Re- 
view, worked for Commentary during 
the Steinberg era, and says, “He sort of 
cut up a lot and fitted in there in his 
own crazy w™ a kind of jester.” 

Although "g was associated 
with and kne a few members of 
the quality lit o. he really wasnt a 
member of that establishment. If he felt 
inhibited by his friend-rather-than-lover 
status with the intellectual crowd. he 
didn’t show it. In 1963, he noticed that 
an item called th Executive Coloring 
Book was selling well as a novelty gift 
book. Steinberg decided tiai he could 
produce a novelty book as well as any- 
one else, so he concocted The Psychiat- 
ric Coloring Book, which he published in 
1963 under the imprint of Fly By Night 
Press. It was successful in that it re- 
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The Chelsea boys (left to 


right): Jack Oppenheim, Jeffrey Steinberg, Steinberg, Hector, Fred Israel, Leon Friedman, 


quired no capital to produce and net- 
ted Steinberg and his two partners 
$8.900. Emboidened by this literary 
success, he moved on to Fidel Castro's 
First Reader, in English and Spanish, 
which was also published in 1963, but 
under a different imprint—Press on 
Press. 

Hector and Steinberg kept in touch 
via the Russian Tea Room. It was dur- 
ing one of these late-night sessions 
that Steinberg unfolded this new busi- 
ness of publishing. In Hector’s words, 
“I immediately attacked Steinberg and 
said, ‘Where the hell did you get the 
money?’ He said, ‘It cost me $40. First 
you get the artist to do a dummy of the 
book for nothing. Then I write the book. 
Then you go and take the dummy up to 
a distributor and he gives you a letter 
saying he will distribute so many copies 
of the book. Then you take this letter 
to a printer, and, based on the fact that 
the distributor will distribute, you get 
the printer to give you seme credit. 
When you've set up the distributor and 
printer you get a royalty advance from 
the distributor and you pay the printer, 
if you feel like it.” 

This kind of business dealing appealed 
to Hector’s lifestyle. The notion of cre- 
ating something out of nothing was a 
concept that he could grasp. The turn- 
ing point in their relationship came in 
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January, 1964, when Steinberg, who 
was living in the Chelsea Hotel on West 
23rd Street, slipped on an icy sidewalk 
in front of a bar on 23rd Street and 
broke his hip. He landed in Flower- 
Fifth Avenuc Hospital. Hector went to 
visit the felled proprietor of Fly By 
Night Press and Press on Press. 

“Let’s put out a book of animals,” 
Hector said to Steinberg. “Just ani- 
mals?” “Yeah,” said Hector. dector 
recalls, “He said we need an extra 
gimmick. ‘How about Animals in 
Love?’ Today, in talking about that 
first book, Hector says, “You know, 
Harold's sex-crazy.” Hector went back 
to West 57th Street and began calling 
the Associated Press for animal pic- 
tures. Hector describes the book as “a 
combination of Freud, Borscht Circuit 
and black humor.” 

That first book required a total in- 
vestment of $390 and it was distributed 
by Grosset & Duniap. It was selling 
briskly until the president of Grosset 
discovered a caption, under a picture of 
a monkey embracing a cat, which said 
“ Our children, of course, will be raised 
as Catholics.” Grosset pulled the book 
off the market. Undaunted and flushed 
with a net profit of $3,000, the two 
quickly produced four other books. At 
this point, Hector and Steinberg did not 
have even a letter of agréement bet- 
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ween them.“ This doesn’t mean I wasn’t 
worried about it,” Hector says. They 
hit upon the notion of calling their 
fledgling company Chelsea House be- 
cause they were working out of Stein- 
berg’s cluttered two-room apartment in 
the Chelsea Hotel. The telephone op- 
erator at the hotel answered the tele- 
phone by simply saying, “Chelsea.” 
They realized that anyone calling the 
hotel wouldn’t realize that Chelsea 
House was really the Chelsea Hotel, 
so they adopted the hotel's name. They 
also adopted a picture of the hotel 
that adorned its stationery. The picture 
found itself on Chelsea House station- 
ery, and the two entrepreneurs were 
pleased that the 10-story hotel picture 
lent a dignity and substance to their 
company, especially when dealing with 
European publishers. 

Nineteen sixty-five was not a partic- 
ularly good year for either Hector or 
Steinberg. Hector drifted off to Paris 
with the notion of producing an Amer- 
ican play about television (Nobody 
Loves an Albatross). The French did 
not understand American television in 
1965 and after seven months Hector 
drifted back to New York. In the mean- 
time, Stcinberg’s wife, Mary, had read 
a story in the Times describing the 
government's need for a collection of 
all the inaugural speeches that had 
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ever been made in U.S. history. Hec- 
tor’s contribution to this volume was 
a suggestion to sign up Arthur Schles- 
_ inger Jr. fe write an intrdduetion 
to the book. This was the first asso- he says he hatched the idea over a 
ciation that Schlesinger had with Hec- tongue sandwich in the Sixth Avenue 
tor and Steinberg and it deepened Delicatessen. Jack Oppenheim, a law- 
through the years to the point where yer who also owns about 20 per cent 
Schlesinger now is the president of a of the company and who shortly 
Chelsea House subsidiary, University- will enter this tale, says: “We do seem 
at-Large films. to have an attribution problem in our 
Although the inaugural addresses company.” 
sold for only $4.95, it introduced Hec- Regardless of the tongue sandwich, 
tor and Steinberg to a hitherto un- Hector and Steinberg forged ahead 
tapped field—reference books for libra- with The State of the Union Messages 
ries, edited by prestigious authorities and almost immediately found them- 
in a field, and comprising material selves short of cash. They also found 
in the public domain. That casual read- a talented history professor at C.C.N.Y. 
ing of the Times has, in the past four named Fred Israel to work as the editor 
years, spawned: Documentary History on the project. Israel, fortuitously, 
of Banking and Currency in the United joined the company later and in 1968 
States (introduction by Paul A. Sam- convinced the board of directors to 
uelson, $120), The Messages and Pa- publish the 1897 Sears, Roebuck Cata- 
pers of Jefferson Davis and the Con- logue, which has sold some 130,000 
federacy, 1861-1865 (introduction by copiesat $14.95 and has literally pro- 
Allan Nevins, $28.50), Major Peace d @ catalogue backlash. 
Treaties of Ancient and Medieval Hix Although Israel had editorial skill, 
tory, ca. 1300 B.C.-1648 (introdug.. he did not have the cash to get The 
by Arnold Toynbee, $100) and at least State of the Union Messages off the 
a dozen others. ground, but a disenchanted real-estate 
Before this ton of reference books was lawyer named Jack Oppenheim was 
unleashed upon the unsuspecting librar- intrigued with the project. Steinberg, 
ies of the country, there were severe who knew Oppenheim casually, con- 
problems. Some time after Jnaugural Ad- vinced him that he ought to invest 
dresses, during the summer of 1965, Hec- some money in The State of the 
tor and Steinberg had a fight. Neither will Union Messages. Oppenheim, who ad- 
talk about it today, but knowing their mits that he is a gambler, gave Hector 
gestalis, it is not hard to understand. and Steinberg $6,000 in January, 1966, 
Hector retired to West 57th Street to to move the project ahead. Steinberg’s 
sulk. While sulking he produced a book mother-in-law, Maisie McCarthy, lent 
on his own, which was derived from a_ Steinberg the money to move out of 
sex-education manual used in Swedish the Chelsea Hotel into two rooms of 
schools. Steinberg was finally fired by offices at 485 Fifth Avenue. 
an exasperated American Jewish Com- The $6,000 vanished, The State of 
mittee. Since it was summer, he turned the Union Messages was in the hands 
his sights on East Hampton. That quiet of the printer, there were bills out- 
community had never seen the likes of standing all over town, and Hector 
a Steinberg. He rented an enormous privately confided to friends that if 
mansion, christened it Loxley (sic) the book failed, he could be visited 
Hall, and proceeded to sublet rooms in jail. It sold about 5,000 copies at 
(with kitchen and bath privileges) to $45 each and was a smashing success. 
friends. One survivor of an East Hamp- Oppenheim proved the extent of his 
ton summer has described it as a gambling instinct by buying a third of 
three-month, non-stop, exhausting psy- the entire company for $40,000, a sum 
chodrama. “No one came out of it the which he borrowed from friends. When 
way he went into it,” says this person, the deal was made in August, 1966, 
whose psyche still quivers at the men- Hector and Steinberg offered Oppen- 
tion of Loxley Hall. heim the choice of being either a silent 
At this point, the narrative gets ex- partner or a working partner. He said, 
tremely complicated. Hector says that in “I wouldn't consider putting all this 
the fall of 1965 he came up witha notion money in and letting you two guys 
of producing a multi-volume work con- fun it unless ] came full time.” This 
taining all of the State of the Union was prudent on Oppenhcim’s part. 
messages ever uttered by every Presi- Oppenheim soon developed into 
dent of the United States. A freelance the swing vote between the two part- 


writer, Eric Lasher, says modestly that 
the idea was his and that Hector turned 
the idea into reality. Steinberg says 
that both Hectér and Lasher are crazy: 
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ners, and from all descriptions that was 
a hellish time. A year later Hector 
produced another potential investor 
named Andrew Norman. Norman hung 
around the offices for a few months, 
liked what he saw, and bought one- 
fourth of the company from the 
three for $280,000. A few months after 
Norman was a partner, Oppenheim felt 
that a stabilizing influence was at hand 
and he fled to Europe for a year. The 
last major investor to enter bedlam 
was a young financier, Stephen Wise, 
who paid roughly $225,000 for 9 
per cent of the company in June, 1968. 

And so there they are, “psyched 
into this reference thing,” as Steinberg 
puts it, publishing reference books for 
libraries, producing a line of trade 
books and expanding into the audio- 
visual industry and the educational- 
film business. They yell at each other, 
politic behind each other’s back and 
have been known to fight vociferously 
over a $50 ad in the Village Voice. 
They are really more a happening than 
a publishing house. 

In the first half of 1969, Chelsea House 
had sales of $1 million, which is not large 
by any means, but considering that 
three years ago they were borrowing 
office rent from Steint«rg’s mother-in- 
law, they haven't done too badly, either. 
The entire year of 1969 was spent 1a 
dozens of discussions with investment 
houses and Wall Street brokerage firms. 
Chelsea House may go public, it may 
not; it may seek private investors, it 
may decide not to; it may take any 
one of a dozen paths to enlarge its 
capitalization. 

Hector and Steinberg have coexisted 
these past four years without too much 
violence. (In December, Hector so pro- 
voked Steinberg that Steinberg slammed 
his right hand into a wall and broke it. 
Hector later said, “I'm now trying to 
get him to break his left hand.”) 
Steinberg lives in a seven-room coop- 
evative apartment on West 67th Street 
with his wife and two younger children. 
Hector learned the intricacies of cash- 
ing a regular paycheck and as soon as 
he did he left 38 West 57th Street and 
moved to a duplex at 140 West 57th 
Street. (The Corsetorium has moved: 
Lefrak cleared Hector’s landmark.) He 
still eats at Riker's. He still peeks into 
the Russian Tea Room at night, and his 
relationship with women is still “epi- 
sodic." Recently, when he was in one 
of his manic-creative moods, he said, 
“Hey, why don't we do a ‘Fanny Hill 
Popup Book.’” Hector was positively 
euphoric at the idea. 


Defendant's Exhibit B 


Chelsea House Educational Communications, 
Inc., Financial Statement dated October 3lst, 
prepared by Price Waterhouse & Co. 
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To the Board of Directors 


Chelsea House Educational Communications, Inc. 


We have examined the accompanying consolidated balance sheet 
of Chelsea House Educational Communications, Inc. as of October 31, 195? 
and the related statement of consolidated loss and deficit for the yeér 
then ended. Our examination was made in accordance with generally ac- 
cepted auditing standards and accordingly included such tests of the 
accounting records and sucn other auditing procedures as we consiceres 
necessary in the circumstances. 


Physical inventories were not taken by the company at October 


"31, 1968. However, we satisfied ourselves as to the reasonableness of 


the amounts thereof by confirmation with the manufacturers and distrit- 
utors used by the company and by performing such other procedures as we 
considered appropriate. 

Note 8 to.the consolidated financial statements indicates thet 
the company is eontingently liable at October 31, 1969 for the repayment 
to a publisher/distributor of approximately $153,000 in the event that 
certain contracts are not completed by specified dates. As indicated 
in Note 10 to the*consolidated financial statements, the balance sheet 


‘gjneludes $400,828 of film cost inventory, a significant portion of which 


pertains to uncompleted films and films for which there have been no 
material sales. 


In our opinion, subject to the resolution of the contingency 
and the realization of film cost inventory referred to in the preceding 
paragraph, the accompanying financial statements present eeirly the cco=- 
solidated financial position of Chelsea House Educational Coms=umicaticss, 
Inc. and subsidiary at October 31, 1969 and the results of their operé- 
tions for the year then ended in accorcance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. ; 
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CHELSEA HOUSE FEDUCATTONATL COMMUNTCATIONS 


— CONSOLIDATED BALANCE SUEET 
OCTOBER 31, 1969 
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Assets 


Current assets: - f 
‘Cash ‘ S 54,935 
Accou: :s receivable (Note 6) $ 96,618 

Les:. - Reserve for sales returns 12,000 
84,618 
Unbilled costs and accrued earnings on contracts 
in process (Notes 2 and 8) 87,077 
Inventories (Notes 6, 9 and 10): 
Books 281-,432 
Film costs 400 ,828 
682,260 
Prepaid expenses 57.425 
Total current assets 966,335 

Bookplates, less accumulated amortization 
of $11,363 (Note 11) 20 ,452 

Royalty advances 34,586 

Furniture, equipment and leasehold improvements, 
at cost, less accumulated depreciation and ie 
amortization of $2,886 (Note 11) 22,872 

Film library (Note 10) s 58 ,800 

Deposits and miscellaneous 11,611 

Organization costs less accumulated amortization j 
of $2,150 (Note, 11) =F 2.101 

Total assets $1,116.757 
Liabilities and stockholders' equity 
Current liabilities: 
Notes payable (Note 6) S 353,333 
Accounts payable and accrued expenses 308 ,859 
Advances from distributer (Note 8) 233 ,192 
Accrued taxes payable 7.476 


Total current liabilities 
Other liabilitics: 
Notes payable (Note 6) 
4-1/2% sinking fund debenture (Note 7) 


Stockhokders' equity (Note 4):- 
Gommon stock, $.0l par value: 
Authorized - 2,000,000 shares ”*” 
pits and outstanding - 687,469 shares 
Ca 
Dek 


ital in excess of par value 
icit (Note 7) 
oe", 
‘ 


Less - Amount arising from issuance of restricted st 


Commitments and contingent liability (Note 8) 


Total liabilities and stockholders ' 


equit 


INC. 


907.869 


13 ,S00 
110,022 
123.800 


6,875 

175,087 

(66 .5%5°* 

ila,2° 
ock (30 38:03 
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CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS INC. 
CONSOLIDATED STATES ENT OF Loss AND DEFICIT 
FOR THE YFAR ENDED OUTOBER Sy. 1969 
Sales $1,197,501 
Less - Sales commissions 242 ,026 
955,475 


Costs and expenses: 
Direct costs and operating expenses 


Selling, general and administrative 
Interest 


let loss for the year (Note 3) 
Deficit, beginning of year 


Deficit, end of year 


Net loss per average common share outstanding 


————__) 


413,545 
544 ,801 
27 447 


—$—$— 


985,793 


——— 


30,318 


36.247 
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. NOTFS TO CONSOLIDATED FINANCIAL STATEMENTS 
-"TORER 31, 1969 . 


NOTE 1 - PRINCIPLES OF CONSOLTDATION: in 


’ The accompanying financial statements include the accounts of 
the company and its 96% owned subsidiary, University-at-Large Programs, 


Inc. 


The 4% minority stockholder in University-at-Large Programs, 
Inc. has the right under an agreement to receive annually 2% of the 
subsidiary's net income after taxes. Because the subsidiary has oper- 
ated at a loss, no amounts have been provided for such payments. The 
company may under certain conditions be obligated to pay the minority 
stockholder up to $12,000 at such time or times as advances from the 
parent are repaid by the subsidiary. 


NOTE 2 - SALES: 


A majority of the company's gross sales for the year ended 
October 31, 1969 zre derived from one published book. 


Approximately 22% of the company's gross sales were under 
contracts calling for the development by the company of manuscripts for 
deiivery to.a publisher/distributor (see Note 8). Payments are receives 
at various times during the development of the manuscripts. A portion. 
of the total contract price is recorded as income based on management's 
estimate of the percentage of completion achieved with respect to each ‘ 
such contract. ‘ : 


Gross sales from films amounted to approximately 14% of gross 
sales. * 


NOTE 3 - INCOME TAXES: 


Income on certain contracts is recorded for financial account- 4 
ing purposes in excess of amounts reported for income tax purposes. 
Also, the value of restricted stock (Note 4) is deductible for income 
tax purposcs when restrictions lapse whereas expenses for accounting 
purposes have been reported in earlier periods. 


No income tax provision is required for the current ye 
company has net operatins losses available for bool: purposes expirin® 
$32.,000 in 1973 and $30,000 jin 1974. After consideration of the cii:cr- 
ences in reporting income for accounting and tax purposes referred 
in the preceding paragraph, nec operating Josses for tax purposes 
available in the amounts of $138,000 and $128,000 which expire in 19 
and 1974, respectively. 
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On June 20, 1969, by amendment to its cértificate of incor- 
poration, the company increased its number of authorized shares of 
common stock to 2,000,000. 360 shares previously outstanding were ex- 
changed for 676,530 new shares of $.01 par value common stock, : 


On June 30, 1969, 10,939 shares of common stock were issued 
for services performed and/or to be performed by three persons. Certaizx 
of the shares issucd are subject to restrictions and reversion to the 
company should employment be terminated under certain conditions before 
specified dates. The 10,939 shares are included in issued and ouvtstanc- 
ing shares at October 31, 1969. The par value of the shares has been 
credited to the common stock account and the excess ($54,586) of the 
estimated fair value over the par value has been credited to capital in 
excess of par value. Compeiusation expense is being charged for the 
valuation assigned to the shares over the period November 1, 1966 
through June 30, 1971, the date on which the final restrictions lapse. 
$10,643 was charged to expense for the current year and $30,300 «rill be 
charged against income in future periods. That amount has been cde- 
ducted from stockholders' equity in the accompanying balance sheet. The 
expense related to the foregoing transactions is deductible. by the com- 
pany for income tax purposes in the years in-which the restrictions 
lapse. ; 


NOTE 5 - QUALIFIED STOCK OPTION PLAN: 


The company has a stock option plan which became effective 
June 13, 1969.. The plan permits the granting of options, which are in- 
tended to be "qualified" stock options under the provisions of the 
Internal Revenue Code, to selected employees. An individual emplovee 
may be granted an dption or options to purchase shares of common stock 
at an option price representing 100% of the fair market value of the 
common stock on the date upon which the option is granted. The options 
expire five years from the date of issuance, and may not, except in the 
case of termination of employment by death, be exercised after ternina- 
tion of employment of the option holder. Options may not be granted to 
employees owning more than 5% of the outstanding common stock and no 
Option may be made exercisable earlier than one year from the date of 
grant thereof. 


The plan will terminate no later than June 12, 1979 and no 
more than 25,000 shares (subject to adjustment in certain cases to 
prevent dilution). may be issued under it. 


As at October 31, 1969, one option to purchase 3,500 shares 
was outstanding under the plan, which option is exercisable at $10 per 
share and expires June 12, 1974, 


‘ey 
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Notes’ payable at October 31, 1970 comprised the following: 
Bank: ° - 
9-1/2% due November 10, 1969 $ 50,000 
9-1 /2% duc November 10, 1969 75,000 
9-1/2% due December 5, 1969 75,009 
9-1/2% due January 27, 1970 75,000 
Due on demand (see below) . 55,733 
330,733 
For purchase of film library (Note 10): 
i 6% due May 1, 1969 13 ,800 
6% due February 1, 1970 13,800 
6% due February 1, 1971 13,809 
41 ,409 
<r 372,133 
’ Less - Noncurrent portion 13 ,800 
Due currently : $358 333 


Receivables from the sale of two films (Notes 2 and 10) whicr 

at October 31, 1969 amounted to $87,000 and the related films carries <= 

' the accounts at amortized cost of $26,700 were assigned as security =oF 
the $55,733 bank -loan above which is payable by the subsidiary compé=y.’ 
This debt bears interest at the rate of 1% above the bank's prime cc=- 
mercial rate and is payable in quarterly instalments of amounts equa. 
to the amount due from the dist-ibutor of the “wo films. The bank hes 
agreed that no’demand shall be made for payment of such note through 

p December 31, 1971 unless default in the quarterly payments upon such 

note has occurred.. 


The four 9-1/2% notes payable to a bank at October 31, 196? 
were replaced on January 27, 1970 by a $275,000 9-1/2% note which witt 
become due March 2, 1970. 


NOTE 7 - 4-1/2% SINKING FUND DEBENTURE: 

The debenture agreement with respect to the $110,000, 4 
debenture payable to a major stockholder requires the company to 
sinking fund instalments in each year commencing on January 31, 1 
equal to the lower of $10,000 or 5% of consolidated pretax profit 
the company in excess of $50,000 for the preceding fiscal year. 

“ the agreement, if additional] debentures are issucd, additional sins-52 


9 
Ss 
U 


.| . fund instalments are required to be made. So long as any ,edenture -§ 
> outstanding, under the debenture ,agreement, the company may not geclire 
any dividend on its capital stock (other than stock dividends) ugless ¢ 


sinking fund instalment of not less than $10,000 has been made durin: 
the preceding, fiscal year. ‘The debenture is subordinate to certain ot - 
indebtedness of the company. The company may prepay this indebtecs-?: 
at its option. : a . 
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The company leases its office space for an approximate annual 
rental increasing from $44,000; to $48,000 through January 31, 1976. 

The company has entered into contracts for the emplpyment of 
four officer/shareholders at annual salaries aggregating $95,000 through 
October 31, 1970 and $115,000 through October 31, 1971. Im addition, 
pursuant t» a contract expiring June 1971, the president of the subsid- 
jary company receives an annual salary of $20,000. He also receives 
certain feces and royalties in connection with production of films by the 
subsidiary and for editorial services provided the parent company 


The company has entered into several contracts calling for the 
development and delivery by the company of manuscripts by specifiec 
dates (Note 2). The company has not delivered three manuscripts by the 
required dates and new deadlines have been established. Respecting two 
of these manuscripts, the publisher/distributor has advised the compény 
that, should the revised deadlines not be met, it plans to exercise its 
richt te cancel the contracts. In that event, the company wigic have 
to refund approximately $153,000 to the publisher/distributor and the 
loss would be increased by $132,272 reflecting reversal of all income 
accrued on such contracts prior to October 31, 1969. 


The advances referred to in the preceding paragraph have beex 
recorded as reductions. of unbilled costs and accrued earnings on con- 
tracts in process. - Advances included in current liabilities in the 
amount of $233,192 pertain to c ntracts other than those referred to 
above. . 


, 


NOTE 9 - INVENTORIES OF BOOKS: 


¢ 
Inventories of books are valued at the lower of cost (first-in, 
first-out basis) or market. Major classifications at October 31, 1969 
are as follows: 


Bound books $ 64,535 


Work in process 216,897 
$281 432 


NOTE 10 - FILM INVENTORY AND 


FILM LIBRARY: 


Film costs net of amortization included in inventory at Octoter 
31, 1969 comprised the following: 


16-millimeter films $278,777 
8-millimeter films 122,051 


five completed films and amounted to $166,500 for the year. Ten 16-* 
millimeter films were in process at October 31, 1969. There were no 
sales of 8-millimeter films, a substantial portion of which were in 
process. ; 
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Direct operating, costs are’ charred with the amortisation of 
deferred film costs on the basis of the relationship of reported reverses 
to management's estimate of total anticipated revenue with respect lo 
cach film, 
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es A film library was purchased in 1968 for cash of $17,400 ei 
notes payable (Note 6) of $41.,400. The film library is pledged as 
security for these nots. The company has initiated a legal action to 
rescind the purchase based on an alleged breach of warranty in the pur- 
chase contract and has not paid one note due May 1, 1969 peridins the 
outcome of the action. Should that action be fully successful, the 
asset and related notes payable would be eliminated and cash paid would 
be returned. The effect of such rescission ‘on the results of operations 
would not be material. 


NOTE 11 - DEPRECIATION AND 
AMORTIZATION: 


Depreciation an‘ amortization for bookplates, furniture, 
equipment, leasehold improvements and organization costs are computed =} 
the straight-line method and amounted to approximately $11,900 for the 
year ended October 31, 1969. 
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Preliminary Prospectus da.‘d July 29, 1969 
of Chelsea House Educational Communications, 


Inc. 
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(6) Immediate substantial dilution of the book value of the stock from the public 
offering price. For information concerning such dilution, see page 4. 


The Company is offering hereby up to 200,000 shares of its Common Stock at a price to 
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a} PRELIMINARY PROSPECTUS DATED JULY 29, 1969 14af 
um Dian. COURS prcrus Neh ee Mh Pe eee Tet pone 
5.1. OF Me ree ARS: Aer ncaa 2 
~* 4° 200,000 SHARES ; as 
- 2 . | : 4 e. - . 
| Chelsea House Educational Communications, Inc. ; 
Common Stock ~ . 
—™& : (Par Value $.01 per share) 
<tior to this offering, there has been no public market for the Company’s Common Stock. 
say whe initial public cfering price has been detern.ined by the Company, and has no relationship 
Revs to recognized criteria of value, suci: es book value, sales or earnings. 
Sae5 THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
n SEE SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COULiNISSION 
a ae we PASSED UPON THE ACCURACY OR ADEQUACY OF THE PROSPECTUS. 
42r08 ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 
sa fi 
E224 This offering involves: 
: Ese _. Ca) Special risks concerning the Company. For information concerning such 
j “ ~ - risks, see “Introductory Statement”, page 3. 
Gs 
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the public of $10 per share. The nature of the Company's offering is such that unless payment 


= oe 

ees for at least 100,000 shares of the Co:rnmon Stock of the Company is received on or tefore 

Rs , 1969, the Company will not sell any such shares. (See “Nature of the Ofer of 

fy Common Stock”). . 

> The shares will be sold directly by officers, directors and employees of the Company (who : 
= will reccive no discount or commission for theit eforts), and may also be’ sold through broker- 

= dealers. There is, however, no arrangement with any broker-dealer to cll any of the Common 
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Stock offered hereby. To the extent that shares are sold through broker-dealers, the Comcany 


co world bo unlawful prior fo registration er qu 
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“+ market, which aye estimated at $ per hundred shares. 
= Based upon the foregoing, assuming that all of the Common Stock issued pursuant to this 
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would be allowed or paid, the Company would receive gross and net proceeds of irom $1.C29,C90 


9 sceurliles has been filed 


$ (if 100,000 shares were issued) to S (if 200,000 shares were issued), and 
accordingly would receive net proceeds of from S to $ . In the event thet less 
than 100,000 shares were sold by the Company, the Company could nevertheless have incurred 
brokerage commissions of up to $ . In addition, the Company will incur expenses 
with respect to this offer (ocher than brokerage cornmissions) estimated at $ 

Officers, directors, employees and broker-dealers who engage in the sale of the Common 
Stock may be deemed to be underwriters as defined in tue Securities Act of 1933. - 
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The above shares of Common Stock are being offered by the Company, subject to prior 
sale and to withdrewe!l of such offer, or to rejection of orders in whole or in part, without notice, 
and subject to the approval of certain legal matters. ' 


: “Tho date of this Prospectus is » 1969. Leff 0 
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No person has been authorized;to give any information or to make any representations in 
connection with this offering other than those contained in the Registration Statement contain- 
ing this Prospectus. If given or made, such representations must not be relied upon as having 
been authorized by the Company. This Prospectus shall not constitute an offer to sell or the 
solicitation of an offer to buy, nor shall there be any sale of these securities, in any State in which 
such offer, solicitation or sale is unlawful. 


Until » 1969 (90 days following the date of this offering) all dealers effecting 


transactions in the registered securities, whether or not participating in this distribution, may 
be required to deliver a Prospectus. 
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NATURE OF THE OFFER OF COMMON STOCK 


The offer of up to 200,000 ee. of Common Stock of the Company made hereby shall extend 
from the date hereof until 3:00 P.M., New York City time, , 1969. If at that 
& ‘ 
time, the Company has not received payment for an aggregate of at least 100,000 shores of stock, it will 
return the payments made on account of the purchases of such stock, and will declare the offer with- 
drawn. Pending final disposition of such payments, the moneys received by the Company will be held in 
a special account with Chemical Bank, New York, N. Y. 


Commencing on the date on whic. the Company receives payment for the 100,000th share of stock 
offered hereby, it shall promptly transmit certificates for shares of Common Stock to the purchasers thereof, 
and will continue to transmit certificates as purchases are made, until 


Persons who wish to purchase shares of the Common Stock offered hereby may do so by demas: 
payment therefor in an amount equal to $10 for each share to be purchased, to the Company at its office a 
70 West 40th Street, New York City, New York 1001S. Ail payments must be made by check or money 
& order. In addition, orders for shares offered hereby may be placed through brokers. Each payment shall 
constitute an irrevocable offer to purchase by the purchaser. 


: THE COMPANY 


Chelsea House Educational Communications, Inc. is engaged in the publication of books and the 
production of films pertaining generally to the fields of history, the social sciences and the arts. Until 
mid-1968, all of the Company's revenues resulted from sales to the educational market of multi-volume 
reference works, published under the name “Chelsea House Publishers”, During the past year, the Com- 
pany has entered the field of hard-cover and paperback books for sale to the consumer market. In the fall 
of 1968, University-at-Large Programs, Inc., a subsidiary of the Company, began to market 16 millimeter 
sound and color educational films. In addition, the Company recently began producing a series of Super § : 
& miliimeter film cartridges, for sale with audio-visual rear screen projectors to schools a.id libraries. 


Most of the Company's multi-volume reference works are distributed by McGraw-Hill, Inc. and 
R. R. Bowker Company. Random House, Inc., has contracted to distribute the Company’s hard-cover 
and paperback books and Sterling Movies, Inc., distributes certain of the 16 millimeter films. The Com- 
pany also engages in direct mail selling of its books and films. 


The Company was organized under the laws of the State of New York on November 3, 1966, as 

e Lochsley Hall, Inc., to succeed to the business conducted by a general partnership formed in January, 
1966. On June 20, 1969 the Certificate of Incorporation was amended to change the name of the Company 

to Chelsea House Educational Communications, Inc. The Company owns 9690 of the outstanding c2pital 

stock of University-at-Large Programs, Inc. The term “Company” as used herein shall be deemed to 
include both Chelsea House Educational Communications, Inc. and its subsidiary. The Company main- 


& tains its principal executive office at 70 West 40zh Street, New York, New York 10018. 
INTRODUCTORY STATEMENT 


In analyzing this offering, investors should carefully consider, among other factors, the followin 
matters: 


1. The Company is in competition in all areas of its business with a number of large book 


a publishing and educational film production organizations, many of which have resources consider- 
ably larger than those of the Company. 


40: 
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2. Most of the Company’s products are currently being distributed by major book publishing 
arid film organizations. However, there is no assurance that in the future the Company will continu 
to be able to secure distribution arrangements with these or similar companies. 


? ° 
3. The Company is expanding its business into several new fields of operation, and there can be 
no assurance that its products in these fields will meet with market acceptance. 


4. Many of the Company’s products are sold to educational institutions which are dependent to 
some extent upon government subsidy for funds. There is no assurance that such government sub- 
sidies will continue in the future. 


5. Prior to the offering made hereby, the four principal shareholders of the Company owned in 
the aggregate approximately 8996 of the outstanding shares of Common Stock of the Company. 
Following this offering, they will own approximately 69% of such outstanding shares and will be 
in the position to elect all of the directors of, and otherwise to control, the Company. 


6. One of the Company’s publications, The 1897 Sears Roebuck Catclogue, contributed 
substantially to the Company’s sales and earnings for the fiscal year ended October 31, 1968 ard the 
six months ended April 30, 1969. There is no assurance that this book will continue to sell as well 
in the future or that the Company will succeed in publishing other books which will meet with 
equivalent market acceptance. 


7. At April 30, 1969, $256,801 of the Company’s assets (net of related amortization), equal to 
116% of the Company's net worth on that date, represented costs of producing eleven educational 
16 mm. films. Although the Company has realized total revenues to April 39, 1969 of $192,300 from 
sales of two of such films, there can be no assurance that the Company will be able in the future to 
realize significant sales on account of its educational 16 mm. films. ” : 


8. In the event that the Company sells less than the entire 200,000 shares offered hereby, it 
will reccive proceeds in an amount less than its management deems desirable to fund projects 
proposed to be undertaken by the Company. Certain of such projects would have to be cancelled 
or curtailed, which might have a materially adverse effect on the Company's operations. 

« 


Dilution : 


The net tangible book value as of April 30, 1969 of the 699,969 shares of Common Stock of the 
Company outstanding immediately prior to this offering was $.31 per share. After giving effect to 
the sale of 200,000 shares of Common Stock to the public and the receipt of net proceeds of approximate.y 
$ , such book value would be approximately $ per share, which would similarly be the 
book value of the shares purchased by the public at $ per share, and thus there will be an immediate 
dilution of $ per share in such tangible book value to the purchasers of the shares octered hereby. 

In the event that the Company sells only 100,000 shares to the public, it would receive net proceec 
of approximately $ , and the net tangible book va'ue of the 699,969 shares of stock outsta: 
immediately prior to this offering would be approximately $ per share, which would simi: 
be the book value of the shares purchased by the public at $10 per share and thus there will be 
immediate dilution of $ per share in such tangible book value to the purchasers of the shares 
offered hereby. 


Further dilution may occur upon the exercise of options granted and to be granted pursuant to th 
Company's Qualified Stock Option Plan (See “Qualified Stock Option Plan”). 


. . 
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; USE OF PROCEEDS 
The Company expects to incur costs aver the next two years in the production of the following 
projects (see “Business”) : ‘ 
> . Project “= ¢ , ; Estimated Cost 


Multi-volume reference works (approximately 14 ti.es) .. $1,000,000 ” 
Multi-subject dictionary ...sseeeessecereeeererecereces 700,000 
Consumer books ......- eee re Te ere Le, 300,000 
Super 8 mm. sound film cartridges ..... Kieth a bua eee kes 175,000 
16 mm. educational films (approximately 12 films) ....+ 240,000 


Wd 6 cicsieveveserecs HOO 
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Net proceeds ranging from approximately $ to $ will be received by the 
Company after payment of expenses hereunder. All of the proceeds from the sale of the Common Stock 
being offered hereby will initially form part of the Company’s working capital, and will be applied 
together with any internally generated funds to finance a portion of the costs set forth above and for 
other corporate purposes. Pending application of the proceeds in the manner described, the Company 
may invest such moneys in short-term debt securities. 


CAPITALIZATION 
The capitalization of the Company at June 30, 1969, and after giving effect to the sale of 200,000 
shares of Common Stock pursuant to this prospectus, is as follows: 


: Authorized . Issued As Adjusted 
Note payable to bank(1) ...... srcstete mets ‘ — $ 60,000 $ 60.000 
74-84% Notes payable ......--.seeeeee ao 75,000 75.000 
6% Note payable of subsidiary(2) ......-- — *41;400 - “41,400 
414% Sinking Fund Debenture, due January 
Bio IGES(S) cuit saceeenshtvees pie alee — 110,000 ‘ 110,000 
Common Stock, $.01 par value ..... weeeee 2,000,090 shs. - 699,969 shs.(4) 899,969 shs.(4) 


(1) Bears jpterest at a rate of 19 above the prime rate as the same may vary from time to time. See “Description 
of Securities” herein. > 

(2) An instal!ment in the amount of $13,800 which was due May 1, 1969 has been contested by the Company and has 
not becn patd. See “Pending Litigation” and “Business—Educational Films” herein. 

(3) The debenture, held by Andrew E. Norman, an ofiicer and director of the Company, is subordinated to all 
indebtedness of the Company to banks and other lending institutions. 

(4) Not including 25,000 shares reserved for issuance pursuant to the Company’s Qualified Stock Option Plan. 

With respect to the Company's obligations under long-term leases, see “Property and Employees”, 


and Note 7 of the Notes to Consolidated Financial Statements. 


References in this prospectus to number of shares of the Common Stock of the Company have been 
adjusted to reflect the issuance effective June 20, 1969 of 1879.25 shares for each share outstanding 
at that date. 

DIVIDENDS 

On May 24, 1967, the Company declared a dividend on its Common Stock in the amount of $.06 
per share. 

The Company has not declared any dividends on its Common Stock since May 24, 1967. It has 
been the Company’s policy to utilize earnings to finance its growth and it is anticipated that the Com- 
pany will continue to do so. Furthermore, under the terms of its 41450 Sinking Fund Debenture cue 
January 31, 1953, the Company may not pay cash dividends on its Common Stock prior to November 
1, 1971, and may not thereafter pay cash dividends unless sinking fund obligations or other specified 
payments with respect to the debenture have becn satisfied (see “Description of Securities”). 


Ss . 
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CONSOLIDATED STATEMENT OF OPERATIONS 


The following consolidated statement of operations of Chelsea House Educational Communications, - 
Inc. and subsidiary company, for the year ended October 31, 1968 and the pro forma consolidated statement 
of operations of the predecessor partnership and Subchapter S corporation for the ten months ended Octo- - 
ber 31, 1966 and year ended October 31, 1967 has been examined by Price Waterhouse & Co., independent 
accountants, whose opinion (which is subject to the resolution of the contingency as described in Note 7 . 
to the consolidated financial statements) is included elsewhere in this prospectus. In the opinion of the 
Company, the unaudited statement of operations for the six months ended April 30, 1968 and 1969 in- 
cludes all adjustments consisting only of normal and recurring adjustments, necessary for a fair presenta- 
tion of the results of operations for such periods. The statement gives effect to certain pro forma 
adjustments described in Note B below. The results of operations for the six months ended April 30, 1969 
are not necessarily indicative of the results of operations for the full fiscal year ending October 31, 1969. 
The staten -nt should be read in conjunction with the other financial statements and notes thereto included 


elsewhere in this Prospectus. 


Ten months Year ended Six months ended .. ¢+ 
ended October 31, April 30, 

October 31, ———————— —_—$—$—— 
1966 1967 1968 1968 1969 


ee —— 


_ Pro Forma (Note B) (Unaudited) 
plist llceab th ate ta 


Sales scccacvecvocsdseaccnsecessatsecenecseseceteeeces $ 68,972 $229,654 $535,093 $ 18,150 $1,005,373 
Less sales COMMISSIONS ..seeeceseereereeceerensererees (68,957) (197,551) 


Mit ties <...scdsie rica: aa aaa 466,136 18,150 807,822 
Other income ....scccecsceccrcecceccqgeseneseeascseees _ 12,068 1,175 _ 


68,972 654, 478,204 19,325 807,822 


Costs and expenses: (Note 11) : ; 
Direct costs and operating expenses ..++++e Jiuaavepes 34,676 189,843 8,753 303,948 
Sclling, general and administrative (Note 4) sesveceee 31,290 318,565 107,847 

Interest 135 6,043 493 


66,101 514,451 117,093. $71,098 


Income (loss) before provision for income tax¢s and 
extraordinary itcmS .....see apchbeees was sherdencses 2,871 . (36 247) (97,768) 236,724 
Provision for income taxcs:— 
Federal: 
Due currently ..ccceccccececcevoccesersoreeresees 
Deferred wecccccccevees pevevabessoeneee 
State and local: 
D)ie Currently ceccocccecccencsscescresaeressooeee 


Deferred cccccccccvcccccccsocsccncececessssseeses 


- 130,000 
Income (loss) before extraordinary item ccccccccccccce (36,247) (97,768) * 106.724 
Vextroudinary Hen dneome tie vednetion resulting from 

wiilization of Loum cartyfarward CINota 3) ceceeeeeeees - bag a seer — - 21,000 
Net dneome (lass) for the perlod : seeeeeee ; oA $(36,247) $(97,708) § 127,724 


ommowem i = + ee 


Average number of shares Gutetendine siccassecevssecce 


Per share of common stock, based on average number of 
shares outstanding after giving effect to recapitalization 
(Note 4): 

Income (loss) before extraordinary item ....seeee 
Extraordinary itcm ...ceeceeseeeeeeees sane rar 


Net income (loss) for the period ...sccceseveeeeee 


Dividend 


Notes: 


(A) Numerical note refereaces are to Notes to Consolidated Financial Statements appearing elsewhere in this 
Prospectus, 


(B) Pro forma adjustntents consist of the following: 5 
Ten months 
ended Year ended 
October 31, October 31, 
1966 1967 
Net income of predecessor partnership and Sub- 
chapter S corporation before pro forma 
adjustments ...secceeceeceee Loe ecaekeenen Se ana $ 30.443 
Less pro forma adjustments: 
Salaries of the partners .....++ pheeewe peeeas 16,197 -- 
Provision for federal income taxeS ...seeee- 600 8,000 


—— 


Pro forma net income as above -ssecsesseeoes $ 2,071 $ 22,443 


The statement includes the results of operations of the business operating as a partnership (during 10 
months ended October 31, 1966), as a corporation availing itself of the provisions of Subchapter S of the Internal 
Revenue Code which permit the earnings or losses of a corporation to be passed directly to its sharcholders’ 
individual tax returns (during the fiscal year ended October 31, 1967) and as a corporation subject to fedleral 
income taxes thereafter. The adjustments include provisions for federal income taxes which would have been 
payable had the cempany been taxed at applicable corporate rates and salaries and drawings of the partners (for 
the ten months ended October 31, 1966) which have been included in selling, general and administrative expenses. 


—— 


The increase in sales and net income during the six months ended October 31, 1968, and the six 
months ended April 30, 1969, in comparison with previous periods, is attributable primarily to the following 
factors: (1) in July 1968 the Company commenced marketing The 1897 Sears Roebuck Catalogue, which, 
produced gross sales of $296,000 from July 1968 to October 31, 1968, and $587,000 during the six months 
ended April 30, 1969 (2) in 1968 the Company entered into contracts with McGraw-Hill, Inc., under 
which it began to record, on a percentage of completion basis, payments received or to be received from 
McGraw-Ilill for co-publication rights, (3) during the second half of 1968 and the first half of 1969, the 
Company commenced selling multi-volume reference works which were in the developmental stage prior 
thereto and (4) in 1969, the Company commenced selling its 16 mm. education film reels. See “Business.” 


‘ ° 155 
_ “+ BUSINESS F | 
The Company is engaged in the publication of books and production of films for sale primarily to 
libraries, colleges and schools. Until mid-1968, all publications. sold by the Company were multi-volume 
e reference works published under the name “Chelsea House Publishers”, which product’ still accounts 
for 2 large percentage of the Company's sales and earnings (see “Contributions to Gross Revenues” 
herein). In July 1968, the Company began the publication of hard-cover books for the consumer market, 
and revenues from the sale of one of the Company’s hard-cover consumer books contributed substantially 
to the Company’s gross sales during the fiscal year ended October 31, 1968 and the six months enced 
2 April 30, 1969. The Company has also recently developed a series of film cartridges and a series of 16 
. millimeter films for distribution primarily to the educational market, and is preparing a line of paperback 
consumer books expected to be ready for distribution by Fall 1969. 


Multi-volume Reference Works 


a General 
The Company’s multi-volume reference works are typically designed to make available in one collec- 
tion to students, teachers and researchers, widely dispersed documents, interpretive and analytic essays, 
and other materials, indexed and placed in historical context by leading authorities. As at June 39, 
1969, the Company had published, under the name “Chelsea House Publishers”, a total of seven multi- 
volume reference works dealing with various subjects pertaining to the social sciences, particularly ia 
ey the fields of history, law and the judicial process. The works range from two to five volumes ang trom 
760 to 3,264 pages in length, and from $27.50 to $125 per set-in retail price. Such works generally con- 
sist of either (1) a collection of documents pertaining to a specific subject, edited and with text by 
recognized authorities on the subject or (2) a collection of essays (supplemented, in some cas¢s, with 


documentary material) on a particular subject by authorities under contract with the Company specih- 
e cally for the work, and edited by a recognized authority. | . me 
The stven titles currently being marketed are: 
Authored or Introductory Essay and/or 
. Title ais Edited by Editorial Supervision by 
e 
The State of the Union Messages of the Presidents Fred L. Israel Arthur M. Schlesinger, jr. 
ra 1789-1966 (3 vols.) ae ; 
Major Peace Treaties of Modern History (4 vols.) Fred L. Israel Arnold Toynbee 


Messages and Papers of Jefferson Davis and the James Richardson Allan Nevins 
Confedcracy (2 vols.) 
The History of British India (4 vols.) James Mill John Kenneth Galbraith 
The Documentary History of Banking and Currency Herman Kroos Paul A. Samuelson 
v (4 vols.) i 


The Justices of the U. S. Supreme Court, 1789- Leon Friedman, Louis H. Pollak 
1969: Their Lives and Major Opinions (4 vols.) Fred L. Israel 


e Statutory History of the United States (first 4 vols. Bernard Schwartz, Bernard Schwartz 
in series) Robert Stevens, 


Robert F. Koretz 
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In addition to titles currently in publication, the Company has entered into contracts with editors or 
authors for the publication of eleven additional multi-volume titles, eight of which are expected to be 
ready for distribution t -1 the winter of 1969 and the spring of 1970, including the following 
representative titles: Documentary History of U. S. Conservation (5 vols.); History of Presidenticl 
Elections (4 vols.) ; Documentary History of U. S. Foreign Policy: 1945-1970 (5S vols.) ; Major Docu- 
ments of British History: 1688-1970 (4 vols.) ; Documentary History of the Third Reich: 1932-1945 
(4 vols.) and Foundations of Quantum Physics (3 vols.). 


The Company is also undertaking publication of a basic defining reference source on all the social 
science disciplines, including sociology, psychology, economics, historiography, statistics, archaeolozy, 
and anthropology, to be entitled the Dictionary of the Social Sciences. The title is expected to be 
completed in Fall 1971 at an approximate cost of $700,000. 


Production 


The Company undertakes all steps necessary to deliver camera-ready copy (ie., the manuscript 
in either page-proof or film form ready for manufacture) of each multi-volume reference work which it 
publishes. The Company selects the title, hires the editor and authors, acquires and organizes the mate- 
rials for the manuscript, and handles the details of preparing the manuscript, including the copyrcading, 
proofreading and typesetting. Editors and authors are generally paid by the Company on a fee, rather 
than a royalty, basis. The time required in preparing a manuscrrpt has ranged from three to twenty-four 
months. 


With certain exceptions; the manufacture and distribution of the books and related advertising or 
sales promotion are undertaken and paid for by other publishing houses who have agreed to distribute 
the books. In the case of certain titles, the Company’s production costs are financed by advances trom 
such distributors (sce “Distribution” herein.) 


Distribution 
° - - 

The Company's multi-volume reference works are sold primarily to colleges, schools and libraries. 
Of the seven multi-volume reference book titles which are presently being sold, four are being distributed 
pursuant to contracts with either McGraw-Hill, Inc. (“McGraw”) or R. R. Bowker Company (“Bow- 
ker”). Two other titles were bought outright by Bowker and the seventh is being distributed by the Com- 
pany through direct mail sales. Furthermore, the Company currently has contracts with McGraw for the 
distribution of four additiona: reference titles, which are in various stages of preparation. 


Under its arrangements with McGraw, the Company enters into a separate contract with respect 
to the publication and distribution of each title accepted by McGraw. These contracts require the Com- 
pany to deliver camera-ready copy to McGraw by a certain date. McGraw is given sole distribution rights 
to the title, and is required to manufacture and distribute the title at its own expense. Typically, 
McGraw makes an advance payment for the right to distribute a certain number of copies, payment being 
made as follows: (1) an amount upon the signing of the contract, (2) a progress payment, and (3) a 
sum upon delivery of the copy. In event of default in delivery of the camera-ready copy, such advances 
would be required to be returned. McGraw has the right to require revision of the copy. As to any books 
distributed by McGraw above the number covered by the advance payment, the Company receives 50% 
of McGraw’s nei profits (as defined in the contracts) from the sale of the books. 


NOTE avaa OTA TET) CINANCTA TT VENTS i 


“ 
: 10 ‘ * "43 

° *. ° ° P e* o« 

Under the Company's arrangements‘with Bowker, Bowker undertakes the manufacture and pro- 
motion of the title which it is distributing. (7/it Justices of the U.S. Supreme Court, 1789-1969: Tke:r 
Lives and Major Opinions, 4 vols.), and pays all editorial production, manufa-ture, distribution and 
advertising costs. The net recéipts from. the sale.of.the title will be applied to reimburse Bowker for its 
editorial, production, mandfacturing, distribution and advertising costs, and thereafter the Company will 
receive 50S of the net profit. 


Since distribution contracts with McGraw and Bowker are entered into on the basis of individual 
projects, there can be no assurance that any of the Company's future projects will be accepted by either 
of them for distribution, or that the relationship with either or both of them will continue. Since at the 
present the Company has no sales force, if the arrangements were discontinued, the Company would either 
attempt to secure an arrangement with other publishing firms or undertake the distribution itself throush 
direct mail distribution and/or by creating a sales force. 


Consumer Publications 


The C mpany began publishing hard-cover books for sale to the consumer market with the intro- 
duction of The 1897 Scars Rocbuck Catclogue in July 1968. As of June 30, 1969, the Company had sod 
103,0.0 copies of that title. Between late May and mid-July 1969, the Company published the following 
four additional titles, for which no sales figures are currently available: Jack Johnson is a Dandy: An 
Autobiography; The Warren Court: A Critical Analysis; Argument: The Complete Oral Argument Be- 
fore the Supreme Court in Brown v. Board of Education of Topeka; and The Handbook of Gaso!ine 
Automobiles, 1904. Five additional titles (including The Drawings of Claes Oldenbu. 1, The ‘Drewings of 
Roy Lichtenstein and The Alpine Affair—a suspense novel) are ‘in preparation and are scheduled to be 
published in the Fall of 1969. 


. The Company undertakes all the steps in the preparation and manufacture of such books, from se'ec- 
tion of topics through printing and binding the book (the printing and binding is handled for the Com- 
pany on a contract basis by various printing houses). The Company itself initially hanced distri- 
bution of its first consumer publication through solicitation of mail orders. However, since the Fall of 1¢¢&, 
that book antl the remainder of its hard-cover consumer books currently being sold are, and future hard- 
cover consumer books wili be, distributed pursuant to a contract with Random House, Inc. Under the 
contract, the Company pays a commission based upon the amount billed to retailers plus a percenicge 
of the amount of credits on books returned to the Company. In addition, Random House makes advance 
payments against anticipated distribution revenues. The contract is terminable at will. 


The Co:npany is in the process of preparing a line of paperback books, three of which will be 22 
lished by Fall 1969. The books will deal with various subjects and will be sold to the consumer market 2° 
retail prices ranging from $1.95 to $2.95. Pursuant to the above described contract with Random Hows: 
the Vintage Books division of Random House will distribute, under the name “Chelsea House/Vintege", 
all of the Company’s paperback consumer titles. Random House will receive, as a distribution commission, 
a percentage of the amount billed to the retailer, In addition, the Company may sell certain of such tits 
through direct mail and advertising solicitation. 


Educational Films 
Film Cartridges: The History Machine 


As at July 31, 1969, the Company had produced approximately twenty-five Super § mm. sound f= 
cartridges dealing with sigiificant historical events of the 20th century, and directly reiated to th: 


. 
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study of American histery for that period. The films are from five to seven minutes in length and are 
designed to be used with a rear-screen projector, which is a small machine resembling a television set 
) in appearance, and which is readily adaptable to ciassroom use. The Company is currently offering for 
delivery in Fall 1969, forty such cartridges and a Fairchild Mark IV Projector for a total price of $2,280." 
The Company is marketing this product under the name “The History Machine”. The films can be produced 
in other types of cartridges for showing on rear and,‘or front screcn projectors of other makes and on video 
tape. The Company is currently conducting negoziations with several firms with respect to the distribu- 
tion of its film cartridge package to the educational and institutional market. 


The Company has begun work on a similar series of sound film cartridges covering European his 
‘tory and expects to have produced fifty cartridges on that subject by Spring 1970. The Company is also ‘ 
planning to ; roduce additional cartridges in the Anicrican history series and on poetry and other subjects 


16 Millimeter Films: University-at-Large Programs, Inc. 


’ Through its 969%-owned subsidiary, University-at-Large Programs, Inc. (“University”), the Com- 
pany produces 16 mm. sound color films for lease and sale to the educational market. The films are 
generally 30 minutes in length and have a synchronous sound track. Each film features a recognized 
authority in a field such as drama, literature, the arts, and social sciences or history, who presents a major 
thesis, argument, or analysis of his field of expertise. University enters into contracts under which 
the Company pays each authority a retainer and a royalty. General direction of the program is exercised 

) by University’s president, Arthur M. Schlesinger, jr. The production of the films is carried out by 
independent film makers under contract to University, and under University’s supervision. University 
‘owns all rights to the films, except that University has pledged two such films, and revenues derived 
therefrom pursuant to its“contract with Sterling Movies, Inc. described below, to.a bank to secure 
repayment of a note in the amount of $60,000. See “Description of Securities.” 


) As at June 30, 1969, the Company had produced nine such films, entitled Sohn Kenneth Galbraith. 
The Idea of the City; Marshall McLuhan: Picnic in Space; Arthur Schlesinger: Roots of the Cold War; 
Heroid Clurman: Ideas on the Theatre; Jerome Bruner: What Makes Blan Human; Jerome Bruner: A 
Time for Learning; Hello Darwin; Buckminster Fuller: Man and the Universe; and Josef Albers: 
Homage to the Square. The films are sold at a retail price of approximately $360, and are rented at a rate 
of $40 per showitig. 


- Initially the Company rented and sold the films through direct-mail solicitation. On December 9, 
1968 the Company entered into a contract with Sterling Movies, Inc. (“Sterling”) under which Sterling 
was granted the exclusive right to distribute two of the above films to educational institutions in the 
United States, with Sterling to receive a commission based on the retail sales or rental price. Under the 
contract, Sterling pays all the costs incurred in the distribution of the films and guarantees the purchase 
’ of the first 200 prints of each such film, The Company is presently negotiating with Sterling with respect 
to the distribution rights to the other seven films which the Company has produced. As at June 30, 1959, 
the Company had conducted no sales efforts with respect to the seven films not covered by the Sterling 
contract, and its sales and rentals with respect to such films were negligible. 


The minority shareholder of University has a right to 2% of the net profits after taxes of University. 
) Film Library : 


On May 17, 1968S, the Company purchased a stock film library for a price of $58,8N0, $17,400 of 
which has been paid. The library contains approximately 7 million feet of film dealing with news events 


12 : 1 
and other historical subjects. The Company has commenced an action to rescind the contract of pur- 
chase on the ground of breach of warranty. As a result, the Company, has not paid an installment of 
the purc.iase price in the amount of $13,800 which was due May I, 1969. The Company's action for, 
rescission was dismissed by the trial court, and the Company has fi) d a notice of appeal. In the event 
that the Company is not ultimately successful ir its attempt to rescind the contract of purchase, it intends 
to use the films as a source for its 8 mm. film cartridge and 16 mm. film programs, The film library is 
pledged to secure payment of the aforementioned purchase price. Sce also “Pending Litigation” herein. 


Contributions to Gross Revenuce 


During the two fiscal years ended October 31, 1968 and the six months period ended April 30, 1969, 
the gross revenucs of the Company from its various spheres of operation were as follows: 


Year Ended October 31 Six Months Ended 
ai es ; 1967 1968 April 30, 1569 
Multi-voluime reference works .....++0002 $229,700 $227,200 $238,000 
‘Consumer publication ar 
(The 1897 Scars Roebuck Catalogue) .. —0-- 296,000 587,000 
16 mm. films ererrrerrrerrererer reer es) Oe 11,900 180,400 
Super 8 mm. film cartridges ......+seee+ Oho oD oO 


The above figures include both revenues from completed sales and revenues accrued on a percentage of 
compietion basis. , 


Property an” “mployees e 

The Company occupies approximately 6,000 square fect of office space on two floors at 70 West 
40th Street, New York City, under two separate leases, both extending to January 31, 1976. The monthly 
rental is $3,420 and will increase to $3,600 in 1970, and to $3,800 in 1972. 


As at June 30, 1969, the Company empioyed thirty full-time employees, of whom eirht are executive 
personnel, nine editorial personnel, five film personnel and eight clerical personnel. In aridition, approxi- 
mately 150 free-lance contributors and editorial personnel were under contract to the Company as at 
June 30, 1969, for work on specific projects of the Company. There are no collective bargaining contracts 
in force for any of the Company's personnel. 


Competition 


All areas of the Compary’s business are highly competitive. At least ten major publishers, each with 
financial resources considerably larger than those of the Company, publish multi-volume reference works 
that are encyclopedic in scope. In addition, numerous other companies, many of which have financial 
‘resources considerably larger than those of the Company, publish encyclopedias of ten volumes or over. 


o 


There are more than one hundred publishers of hard-cover books for the consumer market and at least fifty . 


publishers of paperback titles, many of which have financial resources considerably larger than those of 
the Company. Increasing nunivers of producers are offering sound Super 8 mm. cartridges to ecucational 
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institutions and libraries, although, at; the present time, there is no competing series of substantially 
similar- material. In the field of 16 mm. educational films the Company competes with numerous firms 
which offer films of this kind to the educational market. In addition, at least five major publishers have 
been producing, on a long-term basis, documentary and/or educational films for the educational and” 
institutional market. Many of such firms and publishers have financial resources considerably larger 
than those of the Company. 


MANAGEMENT AND CONTROL 


_ The directors and executive officers of the Company are: 


Harold Steinberg .......-+-0. re eceseeee President and Director 
Robert Hector .......-ee0- Se caren nema Chairman of the Board, Treasurer and Director 
Jack Oppenheim .......+eeeeeeeerees .. Vice President ard Director 
~ Andrew E. Norman .....-.- secceseceee Wiee President and Director 
Stephen Wise ...... aaccacoemensees 1... Vice President and Director 
Jeffrey Steinberg ~.....+-++++- cocccccee Wice President 
Stuart A. Jackson .......--+-0+- Prcehews Secretary and Director 
Arthur M. Schlesinger, jr. .....+--eeee+ Directoy — : 
} L. Isracl Sie ta a cieriee malate ack gare Director 


Mr. Harold Steinberg has been president of the Company since its incorporation in November 1965, 
and from Januafy 1966 until that date was a partner in the Company's predecessor. For more than five 
years prior thereto he was public relations director of the American Jewish Committee and Cossentcry 
magazine. He also has held positions as journalist, film scriptwriter, speech writer and producer. Mr. 
Steinberg attended City College of New York, Brooklyn College and the New York University School 
of Law. ’ 


Mr. Robert Hector has been Chairman of the Company since its incorporation in November 1966, 2nd 
from January 1966 until that date was a partner in the Company's predecessor. From 1964 to 1956 Mr. 
Hector worked in the theater as a business manzger and a press agent. He has also contributed aricles to 
magazines and worked on editorial projects with Crown Publishing Company ard Grosset & Dualep, 
publishers. ‘ 

Mr, Jack Oppenhcim joined the Company's predecessor as a partner in September 1966, and hes 
been a Vice President of the Company since November 1966, Mr. Oppenheim was a practicing attomey 
from 1958S through September 1966, and is a graduyate of tie Harvard Law School. 
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Mr. Andrew E. Noraea has been,a Vice President. of the Seca since December 21, 1968. Prior 
thereto he was associated with the United States Office of Economic Opportunity, Community Actioa 
Program, 1966-1968; and was Associate Editor of Current magazine, 1960-1965.. Mr. Norman is also 
a Director of Abacus.Fund, Inc. Mr. Norman is a graduate of. Hevverd College and the Harvard Law’ 
School. 


Mr. Stephen Wise has been employed. by the Company since October 1968, and has been, \ ice 
President of the Company since June 13, 1969. For more tian five years prior thereto, he was a Vice 
President of Commodity Chartering Corporation, a owner, charterer and broker of seagoing oil tankers 
and dry cargo ships, and also Director of Chartering for all subsidiary companics of Scatrain Lines, Inc. 
He is a member of the Board of Directors of Volume Merchandise. 


Mr. Jeffrey Steinberg has been employed by the Company since December 1967 and has been 
a Vice President of the Company since June 13, 1969. Prior to that, he was managing editor of Hu!laba!oo 
magazine, editorial director of New York Scenes and a contributor and free lance writer for a number 
of magazines. He attended the University of Pittsburgh and New York University. 


Mr. Stuart A. Jackson has been Secretary of the Company since June 13, 1969. He has since 1957 
been associated with or a partner of the New York law firm of Royall, Koegel & Wells, general counsel 
to the Company. 


Mr. Arthur M. Schlesinger, jr. has held the Albert Schweitzer chair of Humanities at City Uni- 
versity since September 1967. Prior io that he was Professor of History at Harvard University, and 
was advisor to Presidents John F. Kennedy and Lyndon B. Johnson, 1961-1964. He has twice won the 
Pulitzer Prize and is the author of numerous books on contemporary affairs and American history, ia- 
cluding The Age of Jackson, The Age of Roosevelt and A Thousand Days. Mr. Schlesinger has also 
been president of the Company’s subsidiary, University-at-Iarge Programs, Inc., since June 1967. 

Dr. Fred L. Israel has been a member of the Department of History at City College of New York 
since 1956, where he is now an Associate Professor. He holds a doctorate degree from Columbia 
University. He is the author of Key Pittman, a biography, and has edited numerous historical works. 


Remuneration 

No officer of director of the Company has received more than $30,000 per annum in direct remuner- 
ation from the Gompany since its founding. 

The aggregate remuneration paid during the fiscal year ended October 31, 1968 by the Company 
to all officers and directors as a group (five persons) was $75,551. No officer or director is to receive 
remuneration for the fiscal year ending October 31, 1969 at an annual rate in excess of $30,000; however, 
see “Certain Transactions.” 


The Company has entered into contracts to employ Messrs. Hector, Harold Stcinberg and Oppenheim 
as Chairman and Treasurer, President and Vice President, respectively, commencing July 1, 1969 at a 
salary of $18,000 per year until October 31, 1969, $25,000 per year for the 12 months ending October 
31, 1970, and $30,000 per year for the 12 months ending October 31, 1971. The Company has also 
entered into a contract to employ Mr. Norman as Vice President commencing July 1, 1969 at a salary 
of $13,000 per year until October 31, 1969, $20,000 per year for the 12. months ending October 31, 1970, 
and $25,000 per year for the 12 months ending October 31, 1971. In addition, the Company's subsidiary, 
University-at-Large Programs, Inc., has an employment contract with Mr. Schlesinger as descrized 
herein and certain officers and directors of the Company were issued shares of the Company’s Conymoa 
Stock in considcration for services rendered to the Company (see “Certain Transactions”). 
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Qualified Stock Option Plan > 5 
The Company has in effect a Quitifed Stock Option Plan (hereinafter called the “Plan”), which 
became effective June 13, 1969, upon approval by the sharcholders. i p 7 


The Plan permits the granting of options, which are intended to be “qualified” stock options under 
the provisions of the Internal Revenue Code, to selected employees. An individual employee may be 
granted an option or options to purchase shares of Common Stock at an option price represent- 
ing 100% of the market value of the Common Stock on the date upon which the option is granted. 
The options expire five years from. the date of issuance, and may not, except in the case of termina- 
tion of employment by death, be exercised after termination of employment of the option holder. 
Options may not be granted to employces owning more than 5% of the outstanding Common Stock 
and no option may be made exercisable earlier than one year from the date of grant thereof. 


The Plan will terminate no later than June 12, 1979 and no more than °5,600 shares (subject to 
adjustment in certain cases, to prevent dilution) may be issued under it. 


As at June 30, 1969, the only option outstanding under ‘the Plan was an option to purchase 3,500 


" shares granted to Arthur M. Schlesinger, jr., a Director of the Company, which option is exercisable 


at $10 per share, and expires June 12, 1974. 


PRINCIPAL SHAREHOLDERS 


The principal sharcholders of the Company, the amount of Common Stock owned of record and bene- 
ficially by each of them as of June 30, 1969, and the respective percentages of the outstanding Common 
Stock owned by each of them on June 30, 1969 and as ad justed ( to give effect to the 200,000 shares offered 
hereby, is as follows: 


‘wees ee 
Dilla MANE sisi sak saveninacvees eee 153,873 shs. 21.98% 17.105 
Harold Steinberg .......0-cccceeeeseees ous 141,865(1) 20.27 15.76 
Jack Oppenheim ..........ceeeeeeeees veeee 147,183 ie 16.35 
Andrew E. Norman .........++ pepeeswenees 180,633 (2) 25.80 20.07 
All officers and directors as a group (9 persons) 697,969 | 99.71 eens ° 


(1) Exclusive of 15,998 shares of the Company owned by his son, Jeffrey Steinberg, an officer of the Company. 


(2) 20,071 of such shares are subject to an option to purchase granted to Mr. Stephen Wise, an officer and 
director of the Company. 


By virtue of their stockholdings, Messrs. Hector, Steinberg, Oppenheim and Norman may be 
deemed parents of the Company within the meaning of the §ecurities Act of 1933. 
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atte ot. 9. ot, GERTAIN TRANSACTIONS 


. 


The Company was organized to succeed to the interests of Che!sea House-Hector Publishers, a part- 

_ nership consisting of Robert Hector, Harold Steinberg and Jack Oppesiheint, who are presently principal 
shareowners, officers and directors of the Company. Messrs. Hector, Steinberg and Oppenheim each 
received 187,925 shares of Common Stock of the Company in exchange for net assets of the partner- 
ship having a book value of $11,269, representing capital contrifated by the partners, together with 
partnership retained carnings of $2,671. Such shares were acquired, therefore, at a price of $.02 per share. 


_ On December 27, 1967, Andrew E. Norman was elected a director and officer of the Company. Oa 
the same date, Mr. Norman was issued 105,238 shares of Commen Stock of the Company for an aggre- 
gate of $110,040 ($1.05 per share), and a $110,000 principal aniount 413% Sinking Fund Detenture of 
the Company evidencing a loan of that amount made by Mr. Norman to the Company. At the same 
time, Messrs. Harold Steinberg, Hector and Oppenheim each sold to Mr. Norman 20,672 shares of 
Common Stock of the Company for an aggregate purchase price of $40,000 ($.97 per share). 


On June 30, 1968, the Company issued to Dr. Fred L. Isracl, who was then neither an officer nor 
director of the Company, 7,517 shares of Common Stock in exchange for the cancellation of a right held 
by Dr. Israel to receive 1% of the net income of the Company. 


et 


On June 30, 1969, Mr. Jeffrey Steinberg, who is an officer of the Company, Mr. Leon Friedman, who 
is neither an officer nor a director thereof, and Dr. Fred L. Isgael, who is a director of the Company, were 
issued, respectively; 3.000, 2,000 and 5,939 shares of Common Stock by the Company in consideration ior 
services renttered to the Company. In the event that any such person voluntarily leaves the empioy of the 
Company or is discharged for cause prior to June 30, 1970, two-thirds of the shares granted to him revert 
to the Company, and upon the occurrence of any such event between July 1, 1970-June 30, 1971, one third 
of such shares Will so revert. vee ; 


Arthur M. Schlesinger, jr. has since June 1967 served as president of the Company’s subsidiary, 
University-at-Large Programs, Inc. pursuant to a contract terminating on June 1971. Under the 
contract, Mr. Schlesinger renders part-time service to such company and is paid a salary of $20,050 
per year. In addition, Mr. Schlesinger is to receive a 109% royalty, but not less than $1,000, for each 
16 mm. film that he makes for University-at-Large Programs, Inc. The Company also from time to time 
enters into contracts with Mr. Schlesinger, under which Mr. Schlesinger is retained to edit multi-volume 
reference works for the Company. At present, Mr. Schlesinger is under contract to edit a total of three 
books for the Company, for which he has received or will receive an aggregate of $14,000. In addition, Mr. 
Schlesinger has been granted an option under the Company's Qualified Stock Option Plan, to purchase 
3,500 shares of Common Stock of the Company. See “Management and Control—Qualified Stock Opzion 
Plan” herein, 
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DESCRIPTION OF sFCUNITIFS 


414% Sinking Fund Debenture due January $1, 1223 


‘ On December 21, 1967 the Company leer.ent gir sen tees Avirew E Norman, an officer and 
Sirector and a principal shareholder of tic (--:.s6 gui sent Ste Norman its 41456 Sinking Fund 
Debentuze due January 31, 1983 (the Wien: She? reais Sones a r aires the psi 

make annual sinking fund installments deisel as cp ee pie 2 - 10,000 goupn 
of consolidated pre-tax profits of the Com; ry ties ove P si way tor ¢ preceding fiscal year Under 
the agreement, if additional debentures are tse. ete ri eee’ ‘ et aan ~~ prt _ 
made. So long as any debenture is outstanding + 4¢ «te de a paper neon apse x to be 
declare any dividend on its capital OK (cil stt ee ee S00 et - nor to te "O71, bie 
may not thereafter declare dividends (ciler t':- ses a ante) tr rit 2 waliten fund ses Mice : 
optional redemption payment of not less than... # «ef teas eae eeEine a: Gea ae, TRE or 
ture is subordinated in right of payment to a. ues ire Gwen of bie Coajany . banks and other lending 


institutions. 


Note of Subsidiary 
On June 16, 1969, the Company's subsite, } ec etensg of large lrograms Inc (“Universit * 
borrowed $60,000 from Chemical Bant: arti cost @ 2+ 4a cece te ote “asalle a ocala ret My 
ments, to Chemical Bank bearing intere:t st + #-"¢ -- ++) pakoer tae Hees peg tas a a ’ : 
time-to-time. The bank has agreed tisat s9 fe a ve vt te fie ob gavnent of such note ri <n ins 
unless a default in the quarterly paymiests e:> ~ , . nee dee tece 905 University has pledged, to et 
o ’ 


payment of such note, two 16 mm. flu. on oloeeeere. © eree with all amounts to be received 
rom the distributi sate Wille Deeg dames fet “ ce gillee 
oe: distribution agreements mace Wits Ferg erme ¢ a Grented in “Business—Educational 

ilms. 


Common Stock ‘j 

The Company has one class of st. Wp Gene Teed Fac&X bedler ef the Common Stock is 
entitled to éne vote for each share on ail ssere ag eco) arene be s*aretabicrs, incadine the elects 
of directors. All shares are ealtied te perce 2 ese oer 8 ae were es Risivtib, While fie’ ‘ eK ae 
and upon distribution of das Gama Rae He sapek a Oe atid tah ol Sheasns Seale “ret ’ 
preemptive rights. The presently outst" 6 * <b 6 anit ee: tee bee ae ie oo re 
outstanding upon completion gh the gtate sed rt fore es te, fully paid and etapettorto8 


Non-Cumulative Voting 
: =“ oF - pte dew es “8 , 
The Company’s Certificate of In orm erro" #-@ yeas fer cemaulative voting and accord- 


: 67%. ee “ : 
ingly the owners of more than So% eb tS » enn sand ih: the: Wieiesers, ia wha vant 


the remaining shareholders will nv Se isk ORES Se Tee 


“The Transfer Agent and Regiteatt¢ “em inene @ s 'eunea! Hank, New York, N.Y 


Reports to Sharcholders 
. { set “s&s %@ o- Pel el ll hate) bapa aa he . 
The Company intends to '¥** ” cg hime eats! t ¢ontaining financial statements 


xamined by certified pubtic 6" MEA ice. 

e nined by certified puode nen, GT nee eemne OO te (an ee aponmeambatigg” ica 

ee yee . ew am «a ‘atnah its sharcholders with d 

ditional information about the er aert? i. 
: f : 
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‘PENDING LITIGATION 

In August 1968 the Company commenced an action in the Supreme Court of the State of New York, 
County of New York, secking to rescind a contract with Filmvideo Releasing Corp. for the purchase by 
the Company of a film library (see “Business—Educational Films”), on the grounds that defendant 
breached a warranty contained in the contract of purchase. The Company’s action for rescission was 
dismissed by the Supreme Court, and the Company has filed a notice of appeal. The defendant has counter- 
claimed for $41,400, allegeing non-payment of a note installment in the amount of $13,800 which was cue 
May 1, 1969 and claiming that the entire $41,400 payable for the film library is accelerated in time of 
payment because of the alleged default. The Company has withheld payment of the $13.S00 instal'ment 
because of its contention that the purchase contract should be rescinded. The Company is unable to pre- 
‘dict the outcome of its claim or the counterclaim of defendant, but does 1.2t believe that such outcome 
will have a materially adverse effect on its operations. 


‘LEGAL OPINIONS 


Legal matters in connection with the securities offered by the Company are being passed upon for the 
Company by Messrs. Royall, Koegel & Wells, 200 Park Atenue, New York, New York. Stuart A. 
Jackson, Esq., a member of the firm of Royall, Koegel & Weils, is an officer and director of the Compzny. 


; EXPERTS 


The financial statements included in this Prospectus and the schedules included in the Registration 
Statenrent, except as they relate to the six-month periods ended April 30, 1968 and April 30, 1929, 
have been examined by Price Waterhouse & Co., independent accountants, whose opinions thereon zp- 
pear herein and elsewhere in the Registration Statement, and have been included by the Company in re- 
liance on the opinion of such firm and on their authority as experts in auditing and accounting. 


REGISTRATION STATEMENT 


The Company has filed a Registration Statement (No. 2- '-) relating to this offering. This 
‘prospectus omits certain information contained in the Registration Statement as amended, on fiie with 
the Securities and Exchange Commission at its principal office in Washington, D. C. 


465 
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OPINION ‘OF INDEYENDENT ACCOUNTANTS 


To the Board of Directors oe . 
Chelsea House Educational Communications, Inc . : 


We have examined the accompanying con: Lite} balance sheet of Chelsea House Educational Com- 
munications, Inc. and subsidiary company ay ef Cutter M, * Sand related consolidated statements of 
retained earnings and cap! ital in excess of Jat Valse ¢ rp with the consolidated statement of op erations 
for the year ended October 31, 18 and 1: -} eeaa conwcdated statement of operations for the ten 

nectus. 


months ended October 31, 1966 and year ¢: ra! (at cer i}, 17 appearing elsewhere in this Prospectus 
Our examination was made in accordance wit! severe,» ace; ted auditing standards and accordingly in- 


cluded such tests of the accounting rec Ureds cared sree caste abate tangy procedures as we considered necessary 
in the circumstances. 
Physical inventories have not been ts Len Ly tue cvestany, However, we satisfied ourselves as to the 


reasonableness of the amounts thereof by ¢ -.t.rrsat ee with the manufacturers and distributors used by 
the company and by performing such other pteei tee sa we considered appropriate. 

As described it Note 7 to the con velar ated tas aa! atatements, the company is contingently liable 
for the payment of cortain remuneration in te scetty ste amount of approximately $70,500 at Octoter 
31, 1968. é 

In our opinion, subject to the resolution ef tie costngeney referred to in the preceding paregreph, 
the above mentioned financial statement. pes ts ¢.e She ot maohdated financial position of Cheisea 
House Educational Communicati ots, Pec. sie t © Ue caPy ereteguety at October 31, 1968 and the resu‘ts 
of their eperations for the year then enc fact on te tance set forth in Note (B), the pro forma re- 
sults of their operations for the ten rs tye oe. Gas dee MY, bed and year ended October 31, 1967, ail 


in accordance with generally acce] ted : cee pte ars hed on a consistent basis. 


Price Wateruouse & Co. 


New York, N. Y. 
July 25, 1969 


“ 
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CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, INC. 


CONSOLIDATED BALANCE SHEET 


: ASSETS ’ 
; October 31, 
1968 
Current assets: 
SE Acer oa soa ta eek Pen ee hO ree Se Mae MER SES ea WoKE bE CLL can $ 51,859 
Aecounts receivable Cote Sy sic acs tne sess cassse cen eccacceotcneeoe 81,729 
Unbilled costs and accrued earnings on contracts in process (Note 2) ..... 23,770 
Inventories: 
MR LIVE: TE) sack oca bas seetaa ce enerk ox ted wel bescccneet ales 104,056 
Film costs, less accumulated amortization of $6,049 (1968) and $31,714 
(1969) (Note 9) ssh Sa RETOUR HON REN ees ewe RS Cetam aT ea kee 212,545 
STO eee ere rer Te ee en hee eS 22,154 
Total current assets ........ Wik eect bis vcegadet eee alaas | 496,113 
Bookplates, less accumulated amortization of $1,816 (1968) and $5,048 
CISGUY vc cacecdsleineen cvicmeenes sales cee doasanee Vcdamere carers e. 7,499 
Furniture, equipment and leasehold improvements, at cost less accumulated 
depreciation and amortization of $536 (1968) and $1,203 (1969) ........ 7,623 
Film library (Note 9) 2... scseccecceccceccccecccecsccncecsecsecccees 58,800 
SEE GG WOACENRINONE 5 ists bakes ne cnc kn cdaeonhduschaws ocbechaws 2,562 
Organization costs, less accumulated amortization of $1,300 (1968) and $1,725 
SUE corned UL uan Pathe bcaucndebne ke xcreibwed shan emusieuebaes wae 2,950 
NE CHORE hobs ones doko a band henatas gas vneicebenes $575,547 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current liabilities: . E 
Notes payable (Note 5) ...csccsccscccvccceccvscccvcresereesecseses $ 88,800 
PCCOURES DOV OE ae oa opie ereeie-wieaccinie < 94 4h genie. Fel siaib ec tiareiele -oneceumia asiecere 202.259 
PLETE OSDONGESE Ee fate ne BUba ils taal we okewe Rene ee seo TO NOE Mees 38,902 
WAGER tases. ve mnictratine 5 eee u ae ane eue amore pecs teae ka mes 3,216 
SDOUINE LANES HUVAINE cg. 1c saticc coin se tse Vented hs eraamauheseeouenes 
PULVONOES: THOU CSET IOUNOE «5 cis av. dccs anew ou he ce Caaare seco ne anele Wn Re oe 
srcerued: compensation CIVOle @) 0... <a vpsscaca sve vata wapeeee ence enn 13,751 
ORAL ROTTER IGDINES, soci cece katassindsdeccecepeencen ees 346,928 
Other liabilities and deferrals 
BRIEU Vis INCONIE SOMES BUN OIE ON cca) ciercte tune g kcase bation win mb eroncoreratare male pis 
PEO ES AV ADIE GOREN: cis canpas be ba ccna bem ta ena hee eeeaseantios’s 27,600 
496% Sinking Fund Debenture: CNote’6): oc... .cccscesccnsccdcvcessses 110,000 
137,600 
Stockholders’ Equity 
Common stock, $.01 par value 
Authorized—2,000,000 shares 
Issued and outstanding 676.530 shares (Note 4) ......cccccceccccces 6.765 
COE S-OREENE OE OE NRE i pcs onen ses kenesbecaaneenseons oeee 120.501 
metamed earnings (dencit) (INGE GY) <.oi5.ccbcdeaescccoceuecus csccdsos (36,247) 
91,019 
Commitments and contingent liability (~~ 7) 
Total liabilities and stock” -rs’ equity . ......... (ee ttavms $575,547 
B q 
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, April 30, 
1969 


- (Unaudited) 


$ 56,275 
178,701 
126,270 
165,523 


273,501 
whe 


§00,270 
4,267 
14,114 
58.800 
7,065 
2,525 
$887,041 


$102,6C0 
168.957 
77,560 
4192 
12,000 
65,000 
17,189 


"447,498 
97,000 
13.800 

110,000 
220,800 


a 


6.765 
120,501 
91,477 


218,743 


$SS7,041 


as 


| 
| 
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CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, INC. 


» CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Ten months Six months 
ended Year ended October 31, ended 
October 31,.©§ —— —— —————————— April 30, 
1966 : 1967 1968 1969 

(Unaudited) 


Retained earnings (deficit), beginning of a 
ak feupussn ce samenne se reenees® ine ae fr ae $(36247) 
Net income (In 1966 and 1967 amounts 
before pro forma adjustments—See 
Ne B to Consolid=ted Statement of 
a ies eek SSCS ESESOT MON SiN ACS $ 18,868 $ 30,443 $(36,247) 127.724 


ibuti -sers prior to incorpora- 
Distribution to pariuers Priv’ p 


lial Lyuikvanr epaenrer semen ne tT se (16,197) ; =~ ‘ otal o 
Bie. pg csewest es 
Net income of predecessor partnership | we 
capitalized on {NCOPPOraliON wsceeeese . (2,671) oe sah 
Dividend: é — 
Paid in cash ...e<seseerserserees = = (9,000) ao A 
. ‘ tvable resulting from ti sete - 
cellation of receivable z s 
— advance to shareholders ..eeeeee mess (27,000) Fa S 
Excess of civicerd paid over retained ree fs eri, eeeery 2, 
P e -sital im excesS Of par | Ne 
‘ines, charged to capita: in 
ee ee el, ee oak. baa et en eae coed 5,557 ane ou 
walue’t..scccceseesesre® 
Retained es“niass (deficit), end of period... $ — 2 ae "$(36.247) Peg a 


GO. FeCe vec anv prig 
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CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, INC. 


ae 


CONSOLIDATED STATEMENT OF CAPITAL IN EXCESS OF PAR VALUE 


Capital in excess of par value, beginning of 
Period ....0.  teeeeeeeeeerererees 


Excess of net asst.s of predecessor partner- 
ship (including earnings of $2,671) over 
par value of 563,775 shares issued on 
jMCOrpOration -.seseeeeecseeeerereres 


Excess of proceeds over par value of com- 
mon stock: 
Parent company, 105,238 shares .... 
Subsidiary company .....++seeeeeees 
Excess of valuation of 7,517 shares issued 
June 30, 196S over par value wy..++++s 
Excess of dividend paid over retained earn- 
ings available ......seeeeeseeeeeeeeees 


Capital in excess of par value, end of period 


, 


Ten 7 Six months 
n d 
Gaseher 31, Year ended October 31, Ato, 
_1966 1967 1968 1969 
(Unaudited) 
~ $ 5,632 $ 6,552 $120,501 
$ 5,632 _— one onan 
_— _—.. 108,988 — 
_ ‘i 3,996 — = 
_— 2,481 - 4,961 _— 
Pd ""* (5,557) — _ 
$ 5,632 $ 6,552 * $120,501 $120,501 
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CHELSEA MOUSE EDUCATIONAL COMMUNICATIONS, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ‘ 
October 31, 1968 and April 30, 1969 (Unaudited) 


Nore 1—Princrrtes or Consotmation: 


The accompanying financial statements include the accounts of the Company and its 96% owned subsidiary, 
University-at-Large Programs, Inc 


The 4% minority stockholder in University-at-Large Programs, Inc. has the right under an agreement to receive 
annually 250 of the subsidiary’s net income aiter taxes. Because the subsidiary has operated at a loss, no zmounts 
have been provided for such payments. The Company may under certain conditions be obligated to pay the minority 
stockholder up to $12,000 at such time or times as advances from the parent are repaid by the subsidiary. 

The excess of liabilities over assets of the Company's subsidiary a. shown by its financial statements exceeded 
the Company's investment thercin by $170,110 at October 31, 1968 ($171,775 at April 30, 1969) which in cozsolida- 
tion has been charged to retained earnings. 


Notre 2—Sates: 


A majority of the cor ~any’s gross sales for the year ended October 31, 1963 and the six months ended April 30 
1969 were derived from one published book 


Approximately 28% (year ended October 31, 19€8) and 22% (six months ended April 30, 1959) of the com- 
pany’s sales were under contracts calling for the development by the company of manuscripts for delivery to a 
publisher/distributor. Payments ar* received at various tinies during the development of the manuscripts. A portioa 
of the total contract price is recorded as income based on management's estimate of the percentage of compietion 
achieved with respect to each such contract. , 


Gross sales from films amounted, respectively, to approximately 29% (1968) and 18%, (1969) of total gross sales. 


« 


Nore 3~—Income Taxes: 


Incom& on certain contracts is recorded for financial accounting purposes in excess of amounts reported for 
income tax purposes. Also, the value of restricted stuck (Note 4) is deductible for ircome tax purposes when 
restrictions lapse whereas expenses for accounting purposes have been reported in earlier periods. Deferred income 
tax provisions for the six months ended April 30, 1909 in the amount of $97,000 represent the effect of such diwerences. 


Investment tax credits available to the company have not been material in amount. 


- 


The company has net operating losses available of $56.000 for book purposes and $iJ8,9C0 for tax purposes at 
October 31, 196S both expiring in 1973. Based upon reported net income for the six months ended April 30, 1969, all 
net operating loss carryforwards would have been utilized. 


Note 4—RECAPITALIZATION : 


On June 20, 1969, by amendment to its Certificate of Incorporation, the company increased its number of 
authorized shares of common stock to 2,000,000. 369 shares previously outstanding were exchanged for 676,330 new 
shares of $.01 par value common stock. The recapitatization has been given effect to in the accompanying fizancial 
statements. 


Subsequent to this recapitalization 10,939 shares were issued on June 30, 1969 for services performed and/or to 
be perforined by three persons. Certain of the shares issite Ire subject to restrictions and reversion to the ccsmpany 
should employment be terminated under certain conditions ‘fore specified dates. On the basis of estimazed fair 
values of stock issued, compensation expenses in the agsregate amount of $17,189 has been allocated to the period 
November 1, 1956 through April 50, 1909. Liabilities therefor of $13.751 (1968) and $17,189 (1969) were considered 
liquidated upon issuance of the shares. Additional expen's of approximately $37,300 will be charged agzinst income 
from May 1, 1969, through June 30, 1971, the dare on witch final restrictions lapse. In addition approximately 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS— (Continued) 


° e . 
$7,500 was allocatcd to the ycars 1967 ‘and’ 1968 for stock issued to an employee at June 30, 1968S. The expense 


related to the forcvoing transactions is deductible by the company for income tax purposes in thevyears in which 
restrictions lapse. 


For information regarding the company's qualified stock option plan adv, isd and options granted subsequest 
to April 30, 1969, sec “Qualified Stock Option Plan” elsewhere in this Prospectus. 


Nore 5—Notes PAYAsBLe: 


Notes payable consisted of the following: 


October 31, April 30, 
19 1969 
Bank: 
7349 due November 13, 1968 ....csceeereceeseeeccecees $ 20,000 _ 
7% due November 22, 1968 ......ee--eees hecenesenoee 30,000 -- 
7% due January 22, 1969 ...ccsccerceeteeeseeenes “emacs 25,000 — 
BI4% due June 17, 1969 ....eceececeeeeeeeres enedasaves $ 75,000 
- $ 75,000 $ 75,000 
For purchase of film library: (Note 9) 
6% due May 1, 1969 ......ceceeeececcecerees aheateued 13,800 13,800 
6% due February 1, 1970 ....2..ceeeeeeseerceeeseeceens 13,800 13,800 
6% due February 1, 1971 .....ceecseeeesereceees éendaee 13,800 13,800 
: 41,400 41,400 
116,400 116,400 
Less: non-current portion .....ssse0e penseees codeentnvees 27,600 13,800 
vg Due currently ..ssccesceeecerees jutcieckacceseseneaee aes 88,800 $102,600 
=——_ — 


Subsequent to April 30, 1969, the subsidiary company borrowed an additional $60,000 from a bank. Receivadies 
from the sale vf two films (Note 2) which at April 30, 1969 amounted to $6 C00 and the related films were assigned 
as security for this loan. This debt bears interest at the rate of 1% above the bank's prime commercial rate and is 
‘. payable in quarterly installments of amounts equal to the amount received by the distributor of the two films. 
The bank has agreed that no demand shall be made for payment of such note for eighteen months uniess a 
default in the quarterly payments upon such notes has occurred. 


Note 6—414% Singinc Funp Desenture: 


The debenture agreement with respect to the $110,000 4145 debenture payable to a major stockholder requires 
the company to make sinking fund installments in each year commencing with 1972 equal to the lower of $:¢,64 
or 5% of consolidated pre-tax profits of the Company in excess of $30,000 for the preceding fiscal year. Under the 
agreement, if additional debentures are issued, additional sinking fund installments are required to be made. So !ong 
as any debenture is outstanding under the debenture agreement the Company may not declare ary dividend on its 
capital stock (other than stock dividends) prior to January 31, 1972, and may not thereafter declare cividenés 
(other than stock dividends) unless a sinking fund instailment of not less than $10,000 had been mace during the 
preceding fiscal year. The debenture is subordinate to certain other indebtedness of the company. The company may 
prepay this indcbtedaess at its option. 


Nore 7 —ConnitMents AND Contrxcent Lrasrirry: 


The company: leases its office space for an approximate annual rental increasing from $41,000 to $46,000 through 
January 31, 1976. ; . = 


- 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS— (Continued) 


« In 1967, the subsidiary company entered into agreements with ten individuals to provide consultative serv- 
ices to the company at a specified annual remuneration. Tae company contends that it is responsible for these- 
remunerations only as the contemplated services of these individuals are called upon and utilized by the 
company. Since services have not been rendered under several of these agrecments no provisions for such payments 
are included in the accompanying financial statements. Should it become necessary for the company to pay such 
amounts from the dates of the agrcements, additional expenses of $27,000 and $43,500 for the years ended October 31, 
1967 and 163 ($23,000 and $20,000 for the six months ended April 30, 1968 and 1969) would be incurred. Hed 
such amounts been recorded as expenses, net income (loss) after applicable income taxes and tax reductions, 
would be as iollows: 


Year ended October 31, April 30, 
167 «1368 1968 1969 
i a (Unaudited) 
Net income (loss) ....sseceeceeecseceeseeeeees $9,753 $(79,747) $(121,268) $144,754 
Der SHAS ..ccccccccvcccccccsticsccsecsosecsece “$02 ~$(.12) _ ~ $(.18) . z 
‘ morse — —— ea 


No claims with respect to such remuneration are currently pending. 


For information concerning certain other employment contracts, see “Remuneration” on page 14 of this 
Prospectus. 


Mere 8—Inventories oF Booxs: e 


Inventories of books used in determining direct costs and operating expenses are as follows: 


« Qetebet 31, 166 .ccsscscocscssssssseeosers oes $7,100 
_ 

Candies 90; WE ccccsecesecnterenctioasionens $ 30,249 - 
Cridhae SE: OUD ca. ckccsctecsuasannes presses $104,056 
? . Ss 
April 30, 1969 (Unaudited) ........sseeseeeeee $165,523 


Inventories are valued at the lower of cost (first-in, first-out basis) or market. Major classifications are 
as follows: ™ 
— 


October 31, April 30, 


1968 1959 
: * (Unaudited) 
Bound books ....... euaves oe a: eee ees ss $ 52,832 
Work in process .......-- Sclavneeasens Ge Tecuaes §2,475 112,691 
Paper ccccccccccccccsccscccecrccsecccsestseecee 33,518 _ 
: $104,056 - $165,523 
Nore 9—Firat Inventory AND Firm Ltsrary: 
Film costs included in inventory comprised the following: 
October 31, P 
April 20, 
1967 1968 1969 
(Unaudited) 
Film costs ...ccccosccccocees Vaeanudwinbad comes $ 6,750 $218,544 $305,215 
Amortization ..ccccccccscccccccccccscsscccces : — 6,049 31,714 
. e $ 6,750 $212,545 $273,501 
— — 


Ly. zndant's Exhibit D 


Indemnification Agreement signed by 
Wilsiam Poten and Jack Oppenheim 
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INDEMNIFICATION AGREEMENT 


The undersigned, William Poten, hereby agrees 

to indemnify and hoid harmless Jack Oppenheim against 
any claims, including legal fees and expenses for 
brokerage commissions or firder's fees in connection with 
the transactions contemplated by the Agreement dated 
April 7, 1970, as amended on April 10, 1970, by anc among 
Harold Steinberg, Harold Harris, Andrew E. Norman, Leon W. 
Friedman, Stuart A. Jackson, Fred L. Israel, Stephen Wise, 
Richard Maybruck, Anita London, William P. Hansen, Mary 
Lunenfeld and Jack Oppenheim, insofar as such claims shall 
be alleged to be based upon arrangements or agreements 
made by said William Poten on behalf of any of the parties 
to said Agreement, as amended. 

ys : 

William Poten 


Accepted: 


U fis aa hav, . e 
( / Jack pppenhein 
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é Defendant's Exhibit E 
@ Letter Agreement on the letterhead of E. L. 


Aaron & Co. Incorporated, 15 William Street, 
New York, New York, addressed to Mr. Harold 
Steinberg of Chelsea House dated May , 1970 


DEFENDANT'S - 4 ae ed 
«EYER ; : : 


GS. Mee: ' 
ei. ard § 
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yell 
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e 
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E. L. AARON & CO., INCORPORATED 
ea 15 William Street 
: New York, New York 


Mr. Harold Steinberg ' : 

Chelsea House Educational ake 
Communications, Inc. 

70 West 40th Street 

New York, New York 


Dear Mr. Steinberg: 
Reference is made to our prior discussions 
concerning a public sale of securities of Chelsea House 
Educational Communications, Inc. (the “Company") which 
offering will result in aggregate gross proceeds of 
$700,000, This will confirm our discussions with you 
relating’ to our acting as underwriter on a “best efforts, 
fifty per cent or none" basis, of an aggregate of 100,000 
shares of Common Stock on the following terms and conditions: 


1. Conditions Precedent to Public Offering 


(a) The Company will bé validly incorpor- 
ated under the laws of the State of New York, 
and shall be able to enter into an underwriting 
agreement. : 

(b) The capitalization of the Company will 
be 2,000,000 shares of Common Stock, all of one 
class, having a par value of $.01 per share. 


(c) Prior to the filing of the first 
amendment to the registration statement, the 
Company will effect a recapitalization and 
reorganization, as a result..of which the 
699,969 shares of Common Stock presently issued 
and outstanding will be changed into 1,000,000 
shares of such Common Stock. After the public 
offering there will .be a maximum of 1,100,000 

‘ 4 


"e, 


. 


a 
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shares issued and outstanding. All of said. 
shares, when issued, shall be fully paid and 


non-assessable and without preemptive rights. 


(a) Your attorneys and Price Waterhouse 
& Co., will prepare expeditiously and file an 


amendment to the registration statement of 


the Company filed on July 29, 1969 (File No. 
2-34135), with related prospectus and necessary 
exhibits, pursuant to the Securities Act of 1533, 
as amended, covering the public offering of 100,000 
shares of the Company's authorized but unissued 
stock. The price per share set forth in said 
registration statement shail be $7.00 per snare. 


2.. Terms of Offer id 


(a) The underwriter’shall act as ycur ex~ 
clusive agents to effect a public offering on a 


“best efforts" basis of 100,000 shares of Common 


Stock of the Company at an offering price of $7.00 
per share, and the public offering shall be made 
during the period of 30 days from the effective 
date of the registration statement referred to 
below excépt as may be extended for an additional 
30 days by mutual agreement by us and the Company. 
No shares will be sold unless the undersigned is 
successful in selling all 50,000 shares. 


(b) The undersigned shall receive a 
commission for each share sold, of 10% of the 
offering price ($.70 per share) and shall receive, 
in addition, an expense allowance of $7,000 for 
which expenses the undersigned shall net be re- 
quired to account. Furthermore, the Company shall 
pay, from the proceeds of the offering, $14,000 to 
Mr. James Rafferty, as a finder's fee. The 
balance of the proceeds referred to in paragraph 
2(a) above, shall be delivered to the Company. 


KF Registration Statement 


‘ The Company shall promptly cause to be pre- 
pared and filed all documents required to be 
filed by the Securities and Exchange Commission ~»,. * 
for the purpose of registering the aforesaid public 
offering, including amendments to the reqis’ ration 
statement and related exhibits. - No filing of an 
amendment .to the ,.registration statement shall be 


* ne ; cy _ ne ed “% : 


v6 


made to which the undersigned or its counsel 
reasonably objects. The Company shall bear 
. al? fees and expenses relating to said 
: registration statement and exhibits, including 
s fees and disbursements of counsel to the 
Company, all required accounting fees and 
charges, registration fees, Blue Sky fees and 
expenses and printing expenses, which costs 
“and expenses shall exclude expenses of the 
underwriter except as to the expense allowance 
® ‘as enumerated in paragraph 2(b) above. 


4. Underwriting Agreement 


ee An underwriting agreement shall be pre- 

e pared which will cover the terms of the 
offer of the stock, which agreement shall be 
in such form and contain provisions satisfactory 
to all parties and respective counsel, and 
shall contain representations and warranties 
with respect to the Company, the subsidiaries 

e '. o£ the Company and the fiuricial condition of 
the foregoing entities. 


a 
? 


. - You realize, of course, that t!« foregoing con- 
stitutes a memorandum of our tention and does not pur- 
port to’create any contractual or any other obligation to 

,@ us and is merely a summary of certain vc. the principal 
terms to be included in the formal and printed underwriting 
agreement referred to above, which will be prepared by our 
counsel, and which shall contain mutually agreeable terms 
and conditions. 


e Very truly yours, 
E. L. AARON & CO,, INC. 
a 
Agreed and accepted this 
day of Nay, 1970 
e Chelsea Nouse Educational «cz 
Communications, Inc. i . & vr 
"7 ‘ ‘\- 
emeA hele : | ete 
By™ Fo is Neti thcitasccee A, . 
e _ liarold Steinberg, Preside : 


Defendant's Exhibit F 


Application for Allowance to attorneys for 
Debtor In the Matter of Chelsea House Educa- 
tional Communications, Inc., in the Southern 

District of New York 


“IN THE DISTRICT COURT OF THE UNITED ST. 


_ FOR THE SOUTHERN DISTRICT OF NEW YO Ip. 

Ce ee eT ae. CR RER eae By tree See are ee es < 

\ 

. In the Matter of ROY Ban, 3. // 

! ; ‘pin PROCEEDINGS | 
@ “CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, / FOR AN 

"INC. (formerly called LOCHSLEY HALL, INC.) ARRANGEMENT 

id@/b/a CKELSSA HOUSE PUBLISHERS, : 

Debtor. : No. 70 B 600 | 
* Roe ee eee ee ee ee ee ee ee re ee x 


I APPLICATION FOR AN ALLOWANCE 
TO ATTORNEYS FOR DEBTOR 


& | 
TO: THE HONORABLE ROY BABITT, Referee in Bankruptcy: 


The petition of ROYALL, KOEGEL & WELLS, by Stuart A. 


4 Jackson, respectfully shows and alleges: 


" s 
; 1. I am a member of the firm of ROYALL, KOEGEL & 
WELLS, attorneys for Chelsea House Educational Communications, 
® “tnc., debtor herein. I am a member of the bar of this Court 
| ‘and of the State of New York, and have been practicing law 
‘ €or approximately 15 years. I am a senior partner in the 
@ | firm of ROYALL, KOEGEL & WELLS and’ have personally been in 
hanes and have supervised the. services rendered by this firm 
“to debtor. 
s 2. The firm of ROYALL, KOEGEL & WELLS is a major and 
! “well known law firm in the United States, experienced in 
insolvency proceedings, and has represented debtors and deb- 
" tors in possession, as well as creditors in such proceedings 
: under Chapter X and Chapter XI of the Bankruptcy Act. These 


proceedings include, among others, the reorganization of Yale 


| junior associate. In addition, at various times as necessary 


i four other associates of this office. 


'raised by an offering of senior convertible debentures in the 


Express Systems, Inc. and subsidiaries and ine Chapter xI 
proceeding of United Network, Inc. Each of these proceeding 
as this Court is doubtless aware, involved substantial amount 
cf assets and claims, and great complexities. 

3. TIT have personally supervised all of the work done 
on behalf of debtor in this proceeding and have been assisted 
in this complex task by one senior associate who spent a majo 


portion of his time devoted to debtor's affairs, and one 


se ces were rendered by two additional partner:: and at leas 


PRELIMINARY STATEMENT RE AGREEMENT 
ON FEES 


4. Although the fee in the amount to be al.lowed by 
this Court is technically coming from funds of the debtor, 


this Court shall be advised that these funds, to be used for 


all payments required under debtor's plan of arrangement, wer 


total amount of $255,000 to the shareholders of debtor on a 


pro-rata basis. Andrew E. Norman, a principai shareholder 


| of the debtor, agreed to purchase the entire $255,000 deben- 


ture offering to the extent t:hat other shareholders did not 
purchase their share, and in fact did purchase the entire 
issue. ‘As described below, these funds are to be returned to 
Norman in full if there is no confirmation. This offering an 
Mr. Norman's agreement were disclosed in debtor's plan of 
arrangement. . 

| 5. As part of Mr. Norman's agreement to purchase all 


of the debentures and Because Mr. Nerman was willing to 


' 


{ 


‘© $50,000 would be the maximum ROYALL, KOEGEL & WELLS would 


request and take for its services in this proceeding regard- 


less cf the amount of time and disbursements actually ex- 


» pended by petitioner which is very substantially in excess 


of this amount, and was at the time this agreement with Mr. 
Norman was made. Of course, the actual fee to be paid 
petitioner will be only that amount allowed by this Court, 


and there are no agreenents with anyone setting the amount 


i of petitioner's fee. Petitioner's willingness to forego any 


right to a higher fee made it possible for debtor to effectu- 


ate its plan of arrangement. 


6. If the plan is not confirmed, the $255,000 put 
up by Mr. Norman «ill all be returned to him without diminu- 
tion, as authorized by order of this Court dated October 10, 
1972, and in such an event none of such funds will go to this 
firm. In effect, funds of a third party, Mr. Norman, and 
not funds of the debtor, are being used to pay this firm's 


fee. Thus, although as shown in this application, petitioner 


has put in a total of 1147 hours which at it usually heurly 


rates wouldnormally result in a fee application of $70,227, 
and has in addition expended $4,471.55 for actual disburse- 
ments on behalf of debtor, for a total fee application 
of $74,678.55, per the ahove agreement with Mr. Norman, 


this firm has agreed that regardless of this higher amount, 


. the maximum it will request is $50,000. Petitioner has 
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pet up onlv limited amount of funds to cover all payments 

- required in the plan, petitioner and Mr. Norman agreed that 
' 


noc rece*vec any prior payments of any kind on account. 


BACKGROUND OF PROCEEDINGS 


7. Prior to the initiation of the arrangement pro- 


ceeding, petitioner acted as counsel for debtor in attempting 


“to effectuate a public offering for debtor's securities. As 


‘such, petitioner was wel] acquainted with the business and 


financial affairs of debtor and well-qualified to act as its | 
| 


counsel. Of course, petitioner does not seek in this applica- 


‘tion any fee for these early services, but rather seeks compen 


sation only for its work in connection with the Chapter xI 


id es a , ; 
proceeding which began in June 1970. 


8. Debtor was organized on November 3, 1966 under thel 


"name Locksley Hall, Inc. for the purpose of publishing refer- 


ence and trade books and films, primarily in the educational 


market. The venture at first achieved notable successes with 


the publication of critically acclaimed reference works such 


as The Justices of the U. S. Supreme Court, 1789-1969 (4 vol- 
umes); Statutory History of the United States (4 volumes) ;and 


‘popular publications such as The 1897 Sears Roebuck Catalogue. 


In addition, debtor developed an educational concept called rai 


‘the History Machine for usein schools which consists of ap- 


proximately 26 short education films concerning historical and 


. socially significant events. 


9. Because of the initial successes, debtor entered 


into numerous complex agreements with authors, distributors, 


and produce works, all of which required a great deal of work 


‘ publishers, film developers, supplicrs and others to develop | 


; after the Chapter XI petition was -filed. 


10. Because of the unfortunate downturn in the market 


in early 1970, a public offering of debtor's shares was not 


‘possible. Moreover, cut-backs in government spending for 


educational purposes led to a similar turndown in the educa- {' 


+ 
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iltional market, the primary market for debtor's products. In 
‘spite of the turndown in the market, debtor was still com- 
mitted to completing many multi-volume reference works and 
yjother projects which required continuing supervision, outlays 


.of funds, and debtor had difficulty meeting its daily obliga-. 


ytions and the time schedules and payments required by these 


‘projects. 


' 
it 


ll. Because of this, it became. obvious in May 1970, 
;jthat debtor would not be able to continue operations without 
pebakke rearrangements. Numerous efforts to provide additiona 
,capital through private sources which I personally sought out 
a unsuccessful; discussions were had by myself with numer- 
‘ous large creditors of debtor, again to work out some Find of 


‘salvation for debtor. However, it became clear that an insol- 


Wyoancy proceeding would be necessary to preserve the assets and 


provide for orderly arrangements with creditors so that the 
perenne could be continued and the best salvage effected. 

i 12. Beginning in mid-June 1970, forw rd until the 
‘petition was filed on July 1, 1970, I, and another associate 
‘in this office, had virtually daily meetings with the officers 
and directors of debtor to determine the best course to follow 
jPetitioner advised debtor fully of the various possibilities 
‘under the Bankruptcy Act that would be open to it. This cul- 
minated in the calling of a meeting of the board of directors 
“of debtor on June 30, 1970. Petitioner took care of all the 
paperwork and supervisea all details necessary to call the 
meeting. I attended the meeting and participated in a full 


discussion with the directors of the legal and financial as- 


pects of a Chapter XI proceeding. The meeting resulted in 


is nj 
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‘formal approval by the board to file a Chapter XI petition, an 


ithe acceptance of resignations from certain directors of 


idebtor. 
iT 


\ 13. Long before this formal approval by the hoard, 
associates in this office worked daily, evenings and weekends 
yin the offices of debtor investigating the records and gather- 


‘ing together the information that would be needed for the 
i 


prsting. It became readily apparent that there were. hundreds 
jot creditors, many substantial and complex ovtstanding execu- 
ltory contracts, and that suits had begun to be filed against 
ithe debtor. An associate in this office under my supervision 


used the information to pit sogether all of the necessary fact 
ii 
t 
jand paperwork to file the petition. Petitioner prepared the 


jnumerous documents required for the petition, all cf which 


iwere filed on July 1, 1970. These included the petition with 
il 
a partial list of creditors and corporate resolutions attached 
ithe application for an order o’ «ontinuance, and the affidavit 
I 


pursuant to Rule XI-2. On July 2, 1970, this Court signed the 
i ; 


order of continuance approving debtor's petition and allowing 
t' 
idebtor to continue operacions as debtor-in-possession. A 


i 


‘petition and order authorizing the retention of this firm as 
‘attorneys was also submitted and signed by tle Court on July 7? 


"1970. 


' 


14. After the order was signed, pétitioner also filed 
the necessary application to obtain authority to pay designated 
Salaries to the officers of the debtor. At the time of the 
€iling of the petition, there were six officers of the debtor. 
Subsequently, petitioner worked with debtor to reduce its per- 


sonnel and overhead during the Chapter XI proceedings. Debtor 


cut back on both officers and non-officers personnel as a 


-=m&a7 © 1 
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result. For most of bins time debtor was in the Chapter xI 

procecdings, it operated with two officers and nine employees 
15. Petitioner appeared at the f°-st court hearing 

on July 8, 1970 and successfully opposed en application made 

hw that time by one creditor for debtor to post indemnity. 

! on July 29, 1970 petitioner appeared in Court with officers 

| of dehtor at the first meeting of creditors at which time a 

| creditors committee was electea and the firm of Leinwand, 

pas Hendler & Krause was chosen as attorneys for the 

; creditors committee. For the most part, Isidor E. Leinwand 

i; Of that firm handled the matter and it should be stated that 

throughout the proceedings he, and the other attorneys in tha 


firm, were extremely helpful, cooperative and experienced in 


SSS a oe rt e-em cee cee eens 6 « 
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dealing with the many problems encountered. 


16. Petitioner also filed applications and obtaine 


necessary Court orders authorizing the opening of bank ac- 
counts for the debtor. This included aot only the debtor's 


general account at Chemical Bank, but also, later in the 


~ 
EE —————— 


proceedings, a special bank account at the Bank of Commerce 


(more fully described below) into which were deposited funds 


—SS—S SS 


from a contract with Litton Industries to be withdrawn only ~ 
with Court anproval upon notice to the debtor's creditors 
committee. Over $86,000 was placed in this account, and at 


various times during the proceedings funds were withdrawn on 


application. Petitioner prepared seven different application 
’ | and orders to ohtain permission for these withdrawals, eac!, o 
which sec forth in detail the reason why the funds were neede 
and the purnoses for which the moneys would be spert. In eac 
) M case, negotiations took place with the creditors committee or 
the attorneys for the creditors committee to try to obtain 
their consent hefore the anplication was presented to the 


Court. Dehtor was thus able to use the funds to continue 


operations and develop other projections. 


>, 


17. Subsecuentiy, on Cece: ber: 17, 1970, petitioner 
filed the application to obtain anproval for debtor to ceaan | 
/J. K. Lasser & Co. as accountants for debtor to review their 
Meeokie, records and evaluate the assets in order to prepare a 
“report for the creditors of debtor. Petitioner worked with 
' the accountants to insure they had all the necessary books 


‘and records to complete the... report. 


THE SCHEDULES 


18. Because of the sheer number of creditors in- 


—— 


volved, it became obvious after the petition was filed that 
additional time would be necessary to get together the sched- 
ules, executory contracts and statement of affairs required by 
‘this Court. Accordingly, petitioner filed two applications 


.for extensions of time to file these documents, which applica- 


“tions were granted giving debtor until July 17, 1970 to file 


the schedules. Even trying to meet this time limit was a 
monumental task. Associates in this office worked daily and 
‘evenings with personnel of debtor to complete the schedules 
which were put together and typed in this office. In addition), 
all the contracts “had to be reviewed by petitioner in order to 
. determine the nature of the assets, determine how to preserve 
them, and also to see which contracts should be rejected. 
19. The schedules were eventually filed on July 21, ! 
1970 and listed over 230 creditors of ail categories. The 
schedules comprised 40 pages not including the contracts and 


{ 
other decuments attached. Jn 2>*7ition, approximately 58 sepa-. 


rate executory contracts comprising over 300 pages, were 


appended to the schedules. A rew summary of debtor's assets | 
' 
{ 


and lizbilities was prepared and filed. This summary showed 
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- total debts of $1,647,724.62 of which $1,181,404.88 were 
, Unsecured and $462,917.55 were secured. These were wages due 
e $920.25, taxes due to the United States of $2,481.94 and 
ijmiscellaneous other claims of $920.25. The total balance 
"sheet assets shown on this summary amounted to $1,107,107.76. 
“The schedules also contained the narrative icems for the 
statement of afvairs which debtor was required to file. Peti- 


' 


,tioner obtained all the information for said items and pre- 
' pared same for inclusion with the schedules. 
STAY OF ACTIONS 

20. After the order of continuance was signed, peti- 
“tioner took steps and negotiated with plaintiff's attorneys to 
Inhale lawsuits which were then pending or which thereafter were 
'institutea against debtor. These included the following: 
: (a) Berne Greene v. Chelsea House - suit in the 
civil Court of the City of New York for the return of erererty 


(b) Wolff Book Mfg. Co. v. Chelsea House - a 


suit for $20,000 brought in the Supreme Court of the State of 
ri ASS: 
iNew York; 
a 


, (c) Lindenmeyr Paper Cor ration v. Chelsea 

tj ee _=aper Corporation ptt Ad 
‘douse - a suit for $10,000 brougl't in the Supreme Court of the 
‘State of New “ork; 


fd) Rayne Lithographers v. Chelsea House - a 
suit for $1,600 brought in the Civil Court‘of the City of New | 


| 
| 
j 
York; | 


(e) Mary Lunenfeld v. Chelsea House, et al., - ai 
‘suit for $6,000 brought by a shareholder of the Company in the, 
United States District Court of the Southern District of New 


York; 
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(f£) Scholastic Aids v. Chelsea House - a suit 


for $20,250 in commissions brought in the Supreme Court of the 


, State of New York, County of K*,~s. In connection with this 


, action petitioner prepared schedules of the sales records of 


debtor to show to the plaintiff that no sums were due to the 


Plaintiff by the debtor. As a result, not only was the actio 


, Stopped but the plaintiff did not press any claim in this pro 


| landlord to evict debtor from its premises; 


(h) Chemical Bank v. Chelsea House, et al. - a 


suit in the Supreme Court of the State of New York brought to 


, Collect on a $200,000 ioan made by debtor; 


(i) In addition, negotiations took place by 


, petitioner with The New York Telephone Company which, upon 


‘commencement of the arrangemer.t proceeding, took steps to dis 


; ceeding; ‘ 
(g) A summary rent proceeding brought on by the 


restored after the negotiations; 
(j) In connection with one suit, Locksley Hall, 
Inc. v. Filmvideo Releasing Corporation, an action against 


debtor in the Supreme Court of the State of New York on a 


$48,000 promissory note, the plaintiff-creditor continued to 


take -tion in spite of the arrangement proceeding and obtain- 


‘connect telephone services to the debtor. The services were 
| 


ed a judgment in violation of the order of continuance and | 
also served restraining notices on over 17 banks and other 
institutions, including debtor's bank, Chemical Bank. This | 
completely halted the operations of ‘debtor and threatened its | 
very existence. Petitioner had immediate discussions with the 


| 


attorney for the plaintiff to remove the restraining notices, | 


{ 


and when this was refused, an order to show cause for contempt] 


a 
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“ane to have the restraining notices lifted was brought on be- 
fore this Court by petitioner. At the hearing on tnis matter ,| 
the plaintiff creditor agreed to withdraw all such notices and 

; to refrain from any further actions to enforce the judgment or 

. proceed in the suit. Petitioner helped with the preparation 

lof all of the withdrawal notices to insure that all 17 insti- 

i tutions were informed immediately. 

CERTIFICATES OF INDEBTEDNESS 


21. At various times throughout the proceeding, and 


| particularly in the earlier periods of this Chapter XI pro- 
ceeding, debtor's cash flow was not sufficient to meet its 
weekly operating needs, including payroli, rent expenses and 
| progress payments that had to be made to authors in order for 


|debtor not to lose its right to publish works. Because of 
this, debtor sought petitioner's advice on various ways to 
Sretes capital and continue operations in a way that would pro- 
itect the lender of the funds. Andrew E. Norman, the president 
,of debtor, was willing to lend funds at various times if suf- 
' 


‘Sicient protection could be obtained. Accordingly, after 
negotiations with Mr. Norman and his independent counsel, 
‘petitioner drafted a certificate of indebtedness which was 

" found acceptable to Mr. Norman and his counsel and thus a 
Peres of the funds needed by debtor was obkaiaee and debtor 
iwas able to continue operations. 

\ 22. Petitioner prepared and filed seven separate ap- 
| Plications to obtain approval for the debtor to issue each 


" such certificate of indebtedness. Each such application ex- 


| plainee in detail the purposes for which the funds were to be 


expended, and each was preceded by negotiations with Mr. Nor- 
h ' 
i 


| 


man and his counsel, and also by discussion and negctiation 


* 


ee - = 


sleft to petiticner to handle. This entailed a great dea of 


—— ee es - ocumemenes 
a 


, ’ 13S 


iwith either the creditors committee or the attorneys for the 
"creditors committee. Pursuant to these applic, ions, the 


panes entered orders on the folowing dates, authorizing certi 
j 


}ficates in the following amounts: 


Date Amount | 
} July 10, 1970 $25,000 
i July 23, 1970 Pe a 
August 21, 1970 * 15,000 
September 4, 1970 10,000 
September 3, 1971 4,900 
January 11, 1972 5,000 
| April 28, 1972 6,000 


i GENERAL ADMINISTRATION OF DEBTOR'S ESTATE AND 
' REALIZATION AND PROTECTION OF ASSETS OF THE 
DEBTOR 


An) . 
| 23. Petitioner instructed and advised the debtor's 
“Management in the prers. «tion of the monthly financial reports 


' 
' 


i! 
jbefore debtor's records vould be straightened out, it was im- 


which have been filed e-nctinuously in this Court. Initially, 


locaethie to properly take an inventory, and accordingly 
ipetstioner obtained an order waiving the inventory requirement 
for per er of time. Petitioner advised debtor on the can- 
-cellation of leases, tax returns and on practically every 
 ecande of debtor's hopdinaeie: Petitioner not only acted in the | 
besintt ini of a house counsel to debtor, but, also, handled many ! 
yrnety matters which normally would be handled by management of ! 
a company itself, but because of the fact that debtor was in 


Chapter XI and operated with a minimum number of officers, wer 


SS ere 


purely clerical work which debtor simply could not do on its 


ee le 
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24. As indicated, debtor listed over 230 creditors o 
its schedules. Over 170 proofs of claim have been filed. 


| Because of this great number, petitioner has necessarily had 


to respond to many le -ers and calls from various creditors 


‘and th-ir attorneys on ‘he status of the proceedings over a 


‘periou of two and one-half years. The absence of a large 
Management and clerical group added tc the burden placed on 


“petitioner in this respect. This <lso necessitated a close 


following of the claims docket in order to evaluate the possi 
+ bility of getting sufficient acceptances, to eliminate dupli- 


; Cations, to determine the exact amount of moneys needed for 


'the deposit, and to make objections to claims. 
25. Several of the more important matters handled by 
petitioner which were necessary to continue operations of 


debtor throughout the proceedings and preserve the assets are 


.as follows: 


(a) Petitioner negotiated with Pandom House who 
had published or ware going to publish many of the 
literary works of debtor in existence or being devel- 
oped at the time the petition was filed. Random sa 
had a lien on all of the books against a/.vances pre- 
viously made and could foreclose. Moreover it was | 
evident that debtor itself would be unable to complete 
many of the works then in process. Negotiations with ' 
Random douse resulted in Random House taking on the 
responsibility, for a fee, of completing said books 

; and getting them into distribution while still pre- 


substantial lessening of the claim of Random House 


serving debtor's royalty rights. This resulted in a | 
| 
(which has been filed in the amount of $380,000) | 

| 


» 
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against the debtor since works were able to be com- 


pleted. and sold to reduce that claim. 

(b) It became obvious after the Chapter XI 
proceedings were instituted that outside capital 
would be needed in order to come up with a plan to pay 
creditors anything. Petitioner prepared a detailed 
factual booklet containing relevant information about 
the debtor which could be presented to third parties 
to interest them to invest in debtor. your deponent, 
on behalf of debtor, actively sought out said third 


persons and negotiated with Books for Libraries Inc., 


Loeb Rheades, and others. 

(c) After tne petition was filed, the Internial 
Revenue Service contacted petitioner to wequire that 
all employee withholding taxes and federal insurance 
contributions be remitted directly by debtor weekly to 
che IRS. Since debtor's payroll, including taxes, was 
handled completely by Chemical Bank, petitioner ob- 
tained permission from the IRS for this method of pay- 
ment to continue to be used. hk eenttnikion to approve 
this arrangement was prepared by petitioner and sub- 
mitted to this Court whose approval was given on 


August 14, 1970. 


States Army for four of its history machines. The 


total contract price was $9,148.80, with debtor to 


| 
| 
| 
i 
(d) Debtor obtained an order from the United 
{ 
| 
receive, after manufacturing costs, approximately haif| 


of this amount. The order was considered vital to the 


! 
continuation of debtor's business, and as a stepping | 
' 


instalment payments of $87,500, the first of which was. 


oe eee le oven 
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stone to larger and more lucrative contracts with the 
United States Army and with other government agencies. 
Debtor did not have sufficient funds to pay the sup- 
plier of the machines in full in advance as the suppli 
was demanding. Petitioner worked out ar arrangement 
whereby the supplier, Reela Film Laboratories, Inc., 
Miami, Florida, would accept an initial payment by 
debtor of only 50% of the cost (approximately $2300, 
which debtor had), and would accept payment for the 


remaining amounts due by taking a security interest in 


_ the proceeds debtor was to receive from the Army. 


after these negotiations were completed successfully, 
petitioner prepared a pledge agreement and UCC-1 filin 
statement to cover the transaction. Petitioner filed 
an application to this Court to authorize debtor to 
complete the transaction, and by orders dated August 
18 and September 1, 1970 approval was given by this 
Court. 

{e) Ac the. time of the filing of the petition 
Gebtor was in the midst of completing a maicr five- 
volume reference work entitled Conservation in the 
United States: A Documentary History. Prior to the 
petition debtor had entered into an agreement with 
Litton Educational Publishing Co., Inc. ("Litton") 
whereby Litton agreed to purchase from debtor 3500 


completed sets of the Conservation series at a price 


| 
| 
| 
| 
| 


to debtor of $75 per set, or $262,500, payable in three 
a: 


! 
paid at the time the agreement was signed. At the 


time the petition was filed, two volumes of the 


22 SS ee Pe eS ee eS ae re ea eee Te eee Pee ert re oe em ter ee ee 9 ee ee ere Pe Pee Peer, 
vA ri : 


‘taining enough income to pay University Graphics, Inc. 


Conservatior series were substantially ready and three 
remaining volumes were at University Graphics, Inc. 
being put into final proof ready for manufacturing. 
However, the initiation of the Chapter XI proceeding, 
and debtor's lack of cash funds to pay amounts due t 
University Graphics, Inc. on delivery of proof on 


each volume, meant work on the Conserv2tion series was! 


‘halted and the whole project in jeopardy. In order 


to insure completion, petitioner and debtor renegotia- 
ted the original contract with Litton. The end result 
was that Litton insured payment directly to University 
Graphics, Inc. for work performed by University to 
complete the Conservation project; paid to debtor 
$87,500 as a final payment due debtor; and then assume 
sole responsibility for manufacturing the 3500 sets. 
Litton also honored all portions of the original 
agreement dealing with copyright, Fr... stil] listed 
Chelsea House as co-publisher. Petitioner presented 
the entire matter to the Court for approval in an 
application dated August 26, 1970 and the Court sub- 
sequently enteced an order authorizing the transaction 
Th’s transaction presented great advantages for ¢ -btor 
since it insured completion of the Conservation series 
resulted in debtor obtaining an immediate payment of 


| 
$87,500; and relieved debtor of the problem of ob- | 


and of the substantial work and expense involved in 
the manufacturing of the 3500 sets. | 
| | 


(f) Petitioner explained this Litton transaction 


fully at a meeting of the creditors committee held on 


7 *~ 


Ca 
“4 


' tion series, refused to turn over the property until 


' stores, seeking $40,000 in damages and pursued the 


’ defendants, and in turn presided when various defend- 
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August 24, 1970, in order to obtain their approval 
before submitting it to the Court. An agreement was 
entered into with the creditors committee that the 
funds from this transaction be put into a special bank 
account at the Bank of Commerce which was described 
above. 

(g) A supplier of debtor who, at the time the 
petition was filed, held certain mechanical drawings 


of debtor which were needea to complete the Conserva- 


he was paid for a pre-bankruptcy debt. Petitioner 
filed a motion with supporting affidavit to require ih 
property to be turned over. As a result of the filing 
ef the motion, the property was turned over to debtor 
without the need for a court hearing and the motion 
was then withdrawn. 

(h) Just prior to the arrangement proceeding a 
portion of a film library owned by debtor was destroye 
in an explosion and fire. Petitioner brought a suit 
in the Supreme Court of the State of New York against 
Con Edison, the Home Insurance Company, and Novo Cor- 


novation, the owner of the premises where the film was 


action during the Chapter XI proceedings. Since the 
exact origin of the fire was not known, the facts 

surrounding who was responsible for the explosion and 
the legal concepts of liability were necessarily com- 


plex. Petitioner took the depositions of all three 


ants took the depdsition of officers of debtor. This 


td 


suit is still pending at the present time. 


y . 


oe 
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(i) An insurance claim involving loss of manu- 
scripts was brought to a successful settlement by 
petitioner after investigations of the facts and 
negotiations with the insurance company. The settle- 
ment resulted in a $5,000 payment being made to debtor 
and was approved by this Court by order dated March 
24, 1972. 

(j) After the petition was filed, debtor's sales 
program was in an entirely ccnfised state. There were! 
bills for commissions from var'<vs salesmen of debtor 
which were not supported by the sale. Petitioner 
worked many hours with the debtor to reorganize the 
sales records, and petitioner contacted directly 
various commission agents and also customers to verify 
whether sales had actually been made. After investi- 
gation it turned out that said commission agents were 
not entitled to commissions because the sales they 
claimed commissions on were returned and petitioner 
was able to get these commission agents to withdraw 
their claims for commissions. Moreover, the investi-- 
gation resulted in debtor discovering and collecting 
many receivables which otherwise might have been lost. 

(k) After the petition was filed, it came to the 
attention of the Court that certain mysterious letters| 
and pamphlets concerning the debtor and its Chapter xI 


proceeding were being circulated to debtor's creditors} 
These materials were derogatory to debtor and obviou.-! 
ly meant to hinder debtor's rehabilitation. Petition-) 


er, at the request of the Court, made a thorough 


investigation into the facts, and, although unable to 
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discover the person responsible for these matters, 


was able to establish conclusively to the Court that 
the debtor had nothing to do with it and that no funds 
of the debtor were expended in connection with these | 


derogatory materials. Petitioner made numerous phone 


calls to creditors assuring them that debtor had nothing 
to do with this matter. The matter was finally turned) 
over by petitioner, at the Court's request, to the 
U.S. Attorney for the Southern District of New York 
and to the F.8.I. for investigation of the facts and 
any possible criminal violations. 

(1) Petitioner filed an application and obtained 
Court approval for debtor to sell excess furniture it 
was not using. 

(m) Debtor and Xerevy Corporation, through its 
business unit R. R. Bowker Company, entered into a 
contract dated April 24, 1972, for the publication and 
sale of a 4-volume reference work entitled History of 
U. S. Political Parties produced by debtor (the "Bow- 
ker contract"). As was the case with the five-volume 
Conservation series described above, a large lump sum 
payment was due debtor upon completion of Political 


Parties, but in the meantime debtor had to bear all i 
costs of completing and manufacturing this work. The | 


Bowker contract provided for a payment of $162,500 at 


the end of 1972, provided that debtor delivers to 
Bowker the 2500 sets of Political Parties before the | 
end of the year. Debtor did not have sufficient funds | 
to complete this work since substantial progress pay- | 


ments had to be made to typographers and manufacturers, 
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Petitioner negotiated with the typozraphers and manu- 
facturers and obtained agreements from them that they 
would complete the project without the progress pay- 
ments, but rather would accept an assignment of part 
of the proceeds of the Bowker contract to pay for 
their work. This was of great benefit to debtor since, 
in effect, it meant Bowker would be paying the manu- 
facturing costs directly, without any diminution of 
the net profit debtor itself would receive under the 
Bowker contract. Petitioner obtained approval from 
the attorney for the creditors committee for this 
method of payment i submitted two separate applica- 
tions to obtain Court approval which was granted in 
orders dated September 20, 1972 and October 12, 1972. 
Thus the completion of this important work was assured). 
(n) Because of other costs involved in the manu- 
facture of the Political Parties, debtor needed addi- 
tional funds in the fall of 1972 to cover overhead and 
expenses in connection with other developing projects. 
Petitioner entered into negotiations with Andrew 
Norman anc his independent counsel and was able to 
obtain an agreement whereby Mr. Norman would lend 


debtor funds and take an assignment of part of the pror 
ceeds of the Bowker contract. . security agreement ! 
was drafted by petitioner, and upon acceptance by Mr. 
Norman's attorney, was submitted to this Court as part 
of an application to authorize this borrowing, which 
was granted in an sabia tate September 20, 1972. 
Prior to submission to Court, petitioner discussed the 


matter fully with the attorneys for the creditors com-! 


mittee and obtained their approval. | 
i 
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I THE CONSOLIDATION PROCEEDINGS AND OTHER 
CONTESTED MOTIONS 


26. Prior to the Chapter xI proceeding, debtor and | 
Wits 96% owned subsidiary, University-at-Large Programs, Inc., 
re University") were closely entwined in their operations; the 

| | same personnel, offices, telephones etc. being used for both. 

{After the Chapter XI proceedings were instituted, and an inde-! 
|| pending Chapter XI proceedings was also instituted by Univer- 

| jsity, petitioner, at the request of debtor, made an applicatio ® 

to consolidate the proceedings of the two debtors. 

27. The motion for consolidation required notice to 

jal affected creditors which was given by petitioner after 

| consultation with the administrative clerk of the Court. Two 

loreaitors of both debtor and University filed affidavits oppos 

ling the motion and thus a full-scale hearing on the issue was 
bcountent: It was necessary in connection with the consolida- 
eion hearings for petitioner to make an extensive review of 
ithe accounting, business procedures and relationships between 
nthe two companies for a period of two years before the peti- 
leion was filed. To do this, both J. K. Lasser & Co., Inc., 
the accountants acting for the creditors committee to review 
The Sooks and records of the debtor, and Price Waterhouse & 
Co. the forme: accountants of the debtor, were interviewed in 
idepth by petitioner, and worked with to determine what testi- 
mony would be required at the consolidation hearing. Peti- 
‘toner thoroughly acquainted itself with the 13 page report of 
J. K. Lasser & Co. which went into aspects of the financial 

| ‘details of both companies. 

" 


28. Evidence on the consolidation hearing was taken 


‘on four different days before Referee Loewenthal. Besides 


i ‘ 
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i three officers of the debtor and its bookkeeper, petitioner 


6 $ presented testimony of accountants from Price Waterhouse and 


iJ. K. Lasser. All such witnesses had to be prepared by peti- 
| tioner, and the books and records gone over with them. All of! 
' 


® - debtor's books and records were marked as exhibits. Moreover, 


, while the hearings were pending, the Court allowed the oppos- 
" ing parties to inspect all records and relevant correspondence 


e ‘ Petitioner arranged for and supervised this inspection. 


i 29. At the end of the hearings, Referee Loewenthal 
" in@icated from the bench that he would deny the motion for con 


e sol idation, but would give de! :or, and the opposing parties, 
i , . ; . 
,2n opportunity to submit briefs, findings of fact and conclu- 


sions cf law to him for consideration in making his final 


jdecision. Petitioner, after extensive research, submitted a 
‘20-page brief and 9 pages of findings of fact and conclusions 


t 


“of law. Petitioner also submitted an 8-page reply brief to 


.answer points raised in the brisfs submitted by those creditor 
Opposing consolidation. After reviewing these briefs, Referee 
,Loewenthal reopened the consolidation hearings on the basis 

: that petitioner's brief had convinced him that consolidation 
er be granted, and he wanted to give the opposing creditor 
“a further opportunity to put in any evidence in opposition to 


‘consolidation. 
® 30. After taking further testimony at another hearing 


the matter was again left for adjudication by the Court after 


the pu: ies had submitted further briefs. However, since it 
3, @ was like:'y that an appeal would. result no matter which way the! 


motion was decided, prior to a decision on the merits of the 


€ had by petitioner with the creditors opposing the motion and 


| 
motion, and with the consent of the Court, discussions were | 
| 

‘ 

| 

i 


til 
i 
' 


'the attorneys for the creditors committee to attempt to settle 


| the matter. Upon seeing that a feasible separate plan of 


" arrangement could be worked out for University, the consolida- 


‘tion motion was withdrawn. 
| 
: 31. At the time the consolidation hearings were being 


"presented, a motion was brought on against debtor by one of 
‘University's creditors to have debtor turn back funds alleged- 
ly wrongfully paid by University to debtor during the Chapter 
x ) ‘xr proceedings. Petitioner opposed this application and pre- 
sented affidavits to the Court and oral argument establishing 
“that the payments made to Chelsea House were proper. It was 
ie ! shown that Chelsea House paid directly to suppliers of cvice 
“all the current operating expenses of both debtor and Univer- 


| i : 


:sity and then allocated a certain portion of said expenses to 
e (University since it shared the office space, telephone and 
‘personnel with debtor. It was to pay for this portion of the 
‘expenses that University made payments to debtor. The appli- 
@ seation for a turnover order was never granted by the Court, 
‘and was subsequently withdrawn by the creditor presenting it 
‘at the same time as the consolidation motion was withdrawn. 
32. A motion to adjudicate Chelsea House a bankrupt 


"for committing an act of bankruptcy was brought on by a credi- 


“interest in some of its works: Petitioner successfully oppose 
“that motion and prepared extensive affidavits for the Court 

‘ essabitihis that no acts violative of the Act were committed 
“by the debtor. Effective opposition to the two motions just 


“describke¢ was essential to continue operations of the debtor 


t 


“tor alleging that debtor had wrongfully granted a security | 
| 
t 
| 


and provide a return for the creditors. 
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: - FORMULATION OF A FEASIBLE PLAN OF 200 
ARRANGEMENT 


il —_—— SSO 

; 33. At a very early point in these proceedings 
,meetings were had with the creditors committee and their 

| counsel looking to the working out of a suitable plan of 
arrangement. Debtor looked initially in two directions for 
an underpinning of a plan. The first was a hoped for signi- 
ificant upturn in the educational market due to increased fund 
j;, ing by the United States Government, which covld result in 

|| highly increased revenues for debtor, particularly from its 

| History Machine, to generate funds for a plan. The second 


I 
jj avenue was infusion of capital by way of merger with other 


j companies. Petitioner, and your deponent in particular, made 
" 
goreat efforts, described earlier in this petition, to pursue 


the second avenue. 


34. These efforts and the general financial conditio | 
lof debtor were described by petitioner in company with offi- 


q care of debtor at creditors meetings called by the creditors 
| committee on August 24, 1970, December 22, 1970 and February 


19, 1971. Petitioner helped the officers of the debtor pre- 


i| pare budgets and extensive written reports of operations that 
| could be read and distributed to the creditors at these 

| wesitinae: 

: 35. The February 19 creditors meeting was particularl 
| RE At this meeting the accountants, J. K. Lasser, 

| presented their report, which show2d th a liquidation of 

i debtor s assets would produce —_ little, since the assets 

S aeabitsi an ongoing business. ‘At. this meeting debtor's offic~' 


,ers were questioned extensively about possible future opera- 


‘tions, and a decision was made by the creditors to allow the 
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"debtor to continue operations for a period of time in order to 


jraise capital.from other sources to make a plan feasible. 


36. During intervals between meetings with the credi- 


[ tors, petitioner and counsel for the creditors committee were 


vin frequent contact concerning a possible plan. It became 

! evident in the ongoing months that the hoped for upturn in the 
educational market and increased "government spending was not 

" gorthcoming, and the extensive efforts of petitioner and offi- 
icers of debtor to obtain capital by way of a merger were not | 
' successful in that potential investors were unwilling to make 
large initial cash payments which would have to be obtained to 
make a plan feasible. 

y 37. Petitioner then began negotiations with Mr. Norma 
and his counsel to obtain from him a commitment for the funds 
"necessary for a plan. In discussions with Mr. Norman or his 
eitoconys, much further checking had to be done ‘into debtor's 
i schedules in order to determine the exact amount of funds that 
‘youta be necessary for a plan based upon a payment to creditor 


lof a percentage of their debt. 


| 


jmonth intervals starting six months after confirmation, the 


38. Petitioner ascertained from Mr. Norman that funds 


‘might be obtained to pay creditors 15% of their claims at six- 
‘first two payments to be guaranteed. This proposal was based 


Ags certain contemplated business transactions of debtor bein 
‘successfully implemented, in particular a contemplated dis- 
‘tribution agreement for the History Machine, and thus was 
“tentative. This proposal was dis: cussed by petitioner with 
‘counsel for the creditors comittes who indicated that any 


plan’ must provide for some cash on confirmation. Petitioner 


‘was able, after negotiations with Mr. Norman, to change the 
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4" proposal to provide for the first payment on confirmation. 


i 39. This tentative proposal was submitted to the 

| creditors at a meeting called by the attorneys for the credi- 
_tors committee and held on September 13, 1971. At this meet- 
“ing petitioner also presented certain alternative options 
whereby creditors could elect to take stock instead of cash. 


i The creditors indicated that a 20% plan would be the minimum 
i! 


_ acceptable and pressed for an additional 5% payment. The 


, creditors also pressed that each be given a small amount of 


: stock in addition to any cash pdyment. Negotiations ensued 


,at the meeting by petitioner both with the creditors and Mr. 


' 


Norman. Debtor and Mr. Norman indicated a willingness to 


‘ 


h accede to the request of the creditors provided that the con- 


' templated business transactions which Mr. Norman required in 
yOrder to back a plan be successfully completed. 
i itis 

® i 40. Another aspect of the plan which was discussed a 


this metting was an agreement petitioner had worked out with 
1 2 


‘debtor's lanclord whereby the landlord would release debtor 

& from its long term lease for the sixth floor at 70 West 40th 
Street in return for a lump sum payment of $20,000 upon con- 

‘fizmation and a slight increase in rent for the eighth floor 

Pa 'space which debtor would retain. The creditors agreed to this 
jarrangement provided that it was made as part of a plan of ar- 
irangement, and’ the lump sum payment made to the landlord at th 

ry eines of confirmation. However,petitioner had the landlord accept 


this and agree that payments for the sixth floor space could 


be stopped immediately, long prior to confirmation, thus 


‘i. ‘resulting in a great savings of overhead to debtor. 


~ 
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i his attorneys met with the attorneys for the creditors com- 


‘mittee on Dece.nber 20, 1971 to discuss a new proposal con- 

\ sisting of a cash payment on confirmation of 2-1/2% (the 

.moneys to be provided by Mr. Norman) and promissory notes for 

. 12-1/2% payable at stated intervals over a three-year period. 

_ In the prior negotiations with Mr. Norman's attorneys, a 

* condition of Mr. Norman's commitment to put up the cash was 
that he be given priority in repayment if there was ever a 

' bankruptcy after confirmation. This aspect of the plan was 


. fully discussed by petitioner at the meeting. 
iI 
if 44. This proposal was submitted to the creditors by 


| petitioner at a long meeting held on December 29, 1971 at the 
j offices of the attorneys for the creditors committee, at 


| 
| which officers of debtor, Mr. Norman and his attorneys were 
|! 


’ present. Negotiatéoens took place, with the creditors again 


' insisting on at least a total payment of 20%. Petitioner, on 


‘I ; 
behalf of debtor, acceded to the additional 5% but obtained 


| agreement from the creditors for a longer payout schedule for 


. the promissory notes. Thus agreement was made on 2-1/2% in 


* cash on confirmation and 17-1/2% in the form of promissory 
, or payable in 2-1/2% increments over a 45-month period. 
os THE OFFERING TO SHAREHOLDERS 
45. The agreement on the percentage of the cash and 

notes that would be given to creditors was only the beginning | 
5 oten on a long and arduous road to the completion of a written 
' plan and the actual receipt of the cash funds needed for joe 
 Sippbesen: Constant meetings were had by petitioner with 


; officers and large shareholders of the debtor to work out the 


lecal and financial details of obtaining the $250,000 and to 


determine what would be given the person or persons. who 


i a a ee eee 
& 


|| 4avancea such funds. 
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Petitioner participated in all discus- 
ee and in particular handled all the extended negotiations 


that took place with Mr. Norman's independent counsel. 

\ 46. Eventually it was decided that the best course 
it follow would be for debtor to give all of its shareholders 
| the chance to participate by offering each the right to sub- 
ii scribe to an offering of senior convertible debentures in the 
I amount of $255,000 on & pre rata basis. Mr. Norman made a 


|| commitment to buy his pro-rata portion, and any portion not 
we || subscribed to by other shareholders. 
; 47. Petitioner prepared the documents involved in the 
gtehenture offering. It was necess rily complex since clauses 
.. ij had to be included: (1) explaining the Chapter xI proceeding 
ll ana the plan; (2) providing that the convertible debentures 
lwouta be senior to the promissory notes issued to creditors 
e under the plan; (3) providing for the conversion rate at which 
||debenture holders could convert to shares, including contin- 


| gencies for mergers, dividends, etc.; and (4) providing for 


e i voting rights to Gebenture holders the same as shareholders. 
It 
e ‘not only with the debtor but with the attorneys for Mr. Norman 


i 
|; necessitating constant redrafting to work out agreeable lan- 


: Petitioner spent an enormous amount of time drafting this 


debenture. Each provision had to be negotiated or discussed 


"earn A conversion rate had to be determined and it was set 


lat $.05 per share. In its final form the piealnve consisted 
of 25 pages plus accompanying subscription forms, an offering 
i letter and other documents. Petitioner had to go through the 
"stock books of debtor to determine the exact amount of shares | 


& 4 


|, owned by each so that the proper pro-rata share could be = 


‘fered to each shareholder. 
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48. In addition, petitioner agreed to act as escrow 


oe hold the funds paid in by subscribing shareholders 


and a complex 8-page escrow agreement, tied into confirmation 


lof the plan, was prepared in connection with the debenture 
‘offering. It was always contemplated that in the event the 
plan of arrangement was not confirmed, all of the moneys raise 
n€rom the debenture offering would be returned to the persons 
providing such funds. Provisi6éns to this effect had to be 


idrafted by petitioner and included in the debenture offering 
‘and escrow agreement. In addition, just prior to the time 

; funds were turned over to the disbursing agent, petitioner 
ifilea an application and obtained an order, dated October 10, 
1972 directing the disbursing agent to return the moneys put 
} 

UP for the deposit to the person (Mr. Norman) who provided 
‘said funds in the event the plan was not confirmed. 

| 49. Once the terms of the debenture were set, peti- 


‘i tioner arranged for the calling of a formal meeting of debtor' 


t 
y 


"board of directors at petitioner's office on June 26, 1972, 
and deponent acted as secretary of the meeting. Petitioner 
explained in detail the terms of the debenture offering, and 
also of debtor's plan of arrangement. Resolutions were passed 


‘authorizing the debenture offering and the plan. Petitioner 


it 
; also informed the directors that the debtor's Certificate of 


| 
Incorporation would have to be amended because of the debentur 
‘offering in order to increase authorized shares by 4,000,000 
“to cover the conversion rights provided for in the debentures | 
“and to provide for voting rights by debenture holders. Peti- 
‘tioner had prepared such an amefidment of the Certificate and 


“it was submitted to and approved by the directors. Subse- 


~ 


| 
quently, petitioner tcok the steps necessary to file this | 
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| Certificate with the Secretary of State. Petitioner al 


so ad- 


ivised the board to authorize the calling of a special meeting 


i] 
bos the stoc.. »\ ers to approve the amendments to the Certifi- 


" 

i| cate of Inco =; ation as required by New York's corporation 
i 

i law. 


i 50. Petitioner took all the necessary steps to call 

\\ the special meeting of shareholders which was held at the 

l offices of the debtor on July 28, 1972. Petitioner partici- 
pated at that meeting at which shareholder approval was ob- 

| tained, and acted as secretary of the meeting. Petitioner 
prepared the minutes of this meeting and the board of director$' 
t 

I 


meeting. 


Sl. After this meeting petitioner sent out the 
approved debenture offering to all the shareholders. Peti- 
easel aataimian to a number of calls from shareholders about 


Various terms of the offering. Subsequently, when acceptance 


Not debtor's plan of arrangement took longer than had been 


peipected, petitioner had to prepare and send to the share- 


iholders extensive documents extending the time within which 
ii 


ishareholders could subscribe to the debenture offering, and 
gaiso to extend the time limits set forth in the escrow agree- 


‘+ - 
iment. Moreover, the plan of arrangement was modified in cer- 
Ty 


'tain respects, again requiring petitioner to prepuce modifica- 
y) ‘ 
itions of the debentures and escrow agreement. Ultimately, the 


‘entire convertible debenture in the amount of $255,000 was 


\ 
ipurchased by Mr. Norman and the moneys paid in to petitioner 
i} 


las escrow agent. Subsequently, petitioner turned over 


j: $246 , 000 to the disbursing agent. 

: 52. In connection with the convertible debenture 

‘| 

toffering, one major shareholder of the debtor threatened to 
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institute an action to try to stop the debtor from issuing the 
debenture. Petit’‘oner entered into negotiations with the 
‘shareholder an¢ his attorney in order to try to resolve the 
matter or clarify the situation. Although nothing definite was 
hgreed upon, the shareholder has not instituted any action 
‘againet the debtor. 


THE PLAN OF AfRANGEMENT 


{ 53. The actual drafting of the plan of arrangement 
itself was more difficult and time consuming than is normally 
the case ina Chapter XI proceeding because the persons putting 
pe the cash funds required disclosure of the basic terms of th 
Webenture offering in the plan itself. A separate provision fo 
tne agreement made with the landlord, described above, had to 
be included. Moreover, the promissory notes to be issued to 
the creditors which were to be subordinated to the convertible 
hebentures purchased by the shareholders were annexed as ex- 
hibits to the plan. The preparation and drafting of this note 
involved careful consideration and language concerning the 
various rights of the parties involved. These provisions had 
to be explained fully to numerous creditors who called in- 
quiring about them. ; 

54. A plan was filed by petitioner January 12, 1972 
and sent out by the Court to creditors. Wowever, because of 
qa) changes requested by Mr. Norman and his attorneys based 
upon changes in the debenture; (2) the fact that the consoli- | 


G@ation motion was withdrawn and thus the debtor's plan not tied 


into University's plan; and (3) other changes requested by oth. 


attorneys for the creditors committee, petitioner was required 


to prepare a modified plan of arrangement dated June 15, 1972. 


Petitioner prepared an application and order proposing the 


ih Suess: Us) 


_ fl modification, which order was signed by the Court and the 
Hy 


, modified plan sent to creditors. Sabsequently petitioner 
| prepared two separate applications for immaterial modifica- 
j tions of the plan which simply extended the time set forth 
j in the plan within which confirmation was to occur. 

; 55. On June 26, 1972 petitioner attended a credi- 
| tors meeting at which the modified plan as finally drafted 
! was discussed and explained, particularly the subordination 
| provisions. Subsequently petitioner worked in conjunction 
with counsel for the creditors committee in preparing a form 
lj of acceptance which was sent to all of the creditors alona 

| with a letter from said attorneys recommending acceptance of 
| the plan. In spite of this recommendation, acceptances were 
ij Slow in coming in. Because of the large number of creditors 
| involved, many with small claims, debtor had difficulty 

| obtaining a Majority in number. 

56. Associates in petitioner's office spent a great 
deal of time personally contacting creditors to obtain such 

4 acceptances, and also in establishing with the Clerk's office 
| that the requisite number of acceptances under Section 362 

| of the Bankruptcy Act had been obtained. When it became 
evident that a number of needed acceptances had been rejected 
because they were not signed by an officer of the creditor, 

| ebihahenie contacted the creditors directly and obtained new 
; acceptances, pronverly signed. 

i 57. On September 21, 1972, at a hearing, the Court 
_ found that sufficient acceptances had been filed. Petitioner 


prevared and submitted an order which was signed by the 


Court, finding the plan accepted, closing the first meeting, 


and appointing the disbursing agent. 
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OBJECTIONS TO CLAIM 
eer 


58.. After the plan was accepted petitioner, on behalf 
\ 


| necessary first to examine whether an agreement existed with 


of debtor, objected to 18 claims. In each instance it was 


, the claimant, whether there were any breaches by either side, 
twhat the facts involved were, et: Here the debtor's records 
.were not always clear because many personnel had left during 
+ the Chapter XI proceedings when debtor reduced its staff. A 


i 
' Summary of the objections follows: 


; Amount Amount 


Claimant Claimed Allowed 

{James J. Larkin $ 1,909.50 $ 1,309.50 
. Claimed as disallowed 
; priority as priority 
‘H. Wolff Book Co. 20,500.00 19,500.00 
, Edward McLean & Co., Inc. 3,947.85 2,447.85 
Milltex Distributors Co. 5,102.62 4,394.29 
| Overseas Press Club 649.87 537.89 
Xerox Corp. 6,247.14 5,582.58 
‘Active Messenger Service 529.05 401.85 
_Alpha Business Machines 963.53 776.09 
.Robert L. Bachner 212.00 expunged 
Joseph Julian 995.50 880.00 
7 Claimed as disallowed 
! priority as priority 
/Garrison Pringing Division 12,877.90 e::punged 
'Cine-magnetics 1,735.60 1,000.00 
'Jacob Brockman 1,823.50 1,000.00 
i Vo Dinh 6,814.50 pending 
{ Random House 380,000.0° pending : 
‘National Newspaper Syndicate 23,500.00 pending 
jFilmvideo Releasing Corp. 48,000.00 pending 
y David Hof fman 4,000.00 pending 
Michigan Law Review 2,500.00 pending 

S& & S Leasing Corp. 3,500.00 pending 


59. Necessarily, correspondence, telephone calls and 
{ 


jRegotiations ensued after the objections were filed. In most | 
instances settlements were made or are in the process of being| 
made with the claimant, with the exception of the objection to! 
‘the claim of Drum Lithographers, which petitioner's investiga-! 
‘tion showed that the claimant was entitled to have its claim 
allowed in full and a withdrawal of the claim was made in Court. 


fr 


i 
‘ 
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| 60. Where settlements were entered into it was neces- 


i wary for the petitioner to prepare appropriate orders or stip- 
ulations and to bring these before the Court after explaining 
and clearing them with counsel for the creditor. The orders 

! necessarily had to be served with notice to all parties. 

61. One of the objections which is still pending, an 
johjection to the allowance of $200,000 of the $380,000 claim 
pot Random House, is a very complex accounting c aim involving 
y the manufacture and distribution by Random House over the 
42-1/2 year period of the Chapter XI proceedings and for prior 
|periods, of many of debtor's literary works against which 

" Random House had made advances to debtor before thé Chapter XI 
|| proceeding. Petitioner is in the process of working with 
accountants, officers of the debtor, and Random House on this 
sclaim and there is much work left to be done. Hopefully, a 
Npettonend can be worked out after further investigation and 
jnegotiation in order to avoid court hearings. Some of the 
jother objections still pending are for royalt’‘es which must be 
determined based upon examination of Random House's records. 
iThese are simply accounting claims which in all likelihood 
will be settled. Petitioner will not seek any additional 
allowance for work done in cennection with objections still 


,pending, though the time inve ived will be substantial. 


62. Because of the manner in which these objections 
were handled, and the extensive negotiations done by peti- 
\tioner, it was possible to avoid a full dress trial on most, 


‘and hopefully all, of these objections and a fair settlement 


‘claimant. It is believed that this saved a great deal of time 


and expense both for this Court and the debtor. 


negotiated in each case by petitioner with counsel for the | 
| 
| 


a Se eee . 
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WORK IN CONNECTION WLTH CONFIRMATION e11 
63. Because of the large number of proofs of claim 
‘filed against the debtor (170), and tne large number of sched- 
uled creditors (over 300), and because of a number of reduc- 


‘ 


, tions, eliminations, or duplications of claims, petitioner was 
‘required to spend a great deal of time and render Considerable 
' services in preparing the schedules required by this Court for 
confir- .tion of the plan. Many visits to the Clerk's office 
“were required. A separate breakdown had to be made on the 
‘schedules for each creditor to show the amount of cash to be 
received on confirmation (2-1/2%) and the amount of notes 
'\(17-1/2%). Simply making these t ndreds of computations was a 
hextremely time consuming task which necessarily was done by an 
"associate to insure correctness. 

; 64. Petitioner had to prepare the promissory notes to 
ibe issued to creditor «3d give them to the disbursing agent 
‘prior to the time the application for confirmation was sub- 
‘mitted. This required preparing appioximately 150 separate 
‘promissory notes. In addition petitioner, as escrow agent, 
.turned over to the disbursing agent $246,000 out of the 
"$255,000 provided by Mr. Norman's purchase of the convertible 
debenture. This amount is sufficient to cover all payments 
"required by the plan. However, in connection with negotiation 
with the attorneys for the creditors committee, an agreement 
was made whereby an additional $8,000 will be available in the| 
‘event it is needed to consummate the plan, a situation unlikely 
to occur because of the detailed computations made by peti- 
‘tioner in preparing the schedules. | 
: 65. In order to conserve cash, petitioner was able to! 
‘work out an agreement with'Mr. Norman, the holder of certifi-~ | 


y cates of indebtedness, to waive the deposit for interest run- 


' ming on those certificates, and to accept payment of said 


' interest subsequently out of proceeds of the Bowker contract 


‘ described above. This resulted in a waiver of the deposit fo 
$17,500 of claims, | 


hi 66. After the deposit was made, petitioner prepared 
i an application for confirmation. On October 31, 1972 peti- 
tioner conducted the Court hearing on best interests and 

! feasibility and presented the testimony of the president of 

| debtor on both these aspects of the plan. Petitioner worked 
i with the president prior to this hearing going over all of th 
, assets and the plan in preparation for the testimony, and 

’ prepared summary sheets for use in connection with this hear- 
| ing. After listening to the testimony and examining the deb- 
; tor, the Court found the plan in the best interests of credi- 
tors and feasible. 

67. On November 3, 1972 petitioner submitted to the 
| Court an order of confirmation with 29 pages of schedules, al 
gS Of which were computed and prepared by petitioner in its of- 
fice. The Clerk's office is now in process of checking the 
' scheduler. Petitioner is submitting at the same time as this 


& : application the certified list of creditors scheduled who did 


not file claims. | 
SUMMARY AND CONCLUSION | 
Se NLU LUN 

1 


From all the foregoing it will be seen that the estate | 


| 
‘of this debtor was substantial and that the assets per its bo 


at the time the petition was filed mnaunted to over $1,107, 0G 


e .The liabilitics at the same time were over $1,647,000. meee | 
“ imately $250,900 in cash required to consummate the proposed 

“plan had been obtained as well as notes in the amount of | 

a | #Pproximately $288,000. | 

4 


! Because of many factors described herein, the Chapter 


_ proceeding lasted a long period of time and the plan of 
i 


" arrangement itself was a complex one, and based upon a success 
, ful offering of the senior convertible debentures. Even be- 

| fore the plan itself became feasible it is apparent from the 
outline of the facts in this petition that there were great 


complications and difficulties necessary to be resolved be- 


‘fore an acceptable plan could be successful effectuated. These 
; 
,com>lications arose partly from the nature of debtor's oper- 


ations as an educational publishing house since it was re- 


quired, in order to preserve its assets and complete projects, 


“to obtain and expend funds during the Chapter XI proceeding 


if 
‘while awaiting lump sum payments upon completion of the work. 


‘In spite of the difficulties, debtor was able to complete dur- 


Ning the Chapter XI proceeding, with the aid of petitioner, 
{ 


imajor works such as the “ive-volume Conservation series, The 
“Documentary History of the Bill of Rights, The American Colon- 
i ee 
lies, the four-volume Political Parties series and other smalle 


works. Debtor has been able to obtain the rights and start 


"work on other reference works and thus be in a good position 
> > 
to continue on once the Chapter XI proceeding terminates. It 
t 


aso kept intact and developed further its History Machine. Th 


,extensive work done by petitioner made it possible for debtor 


,to operate with an extremely small staff and yet complete pro- 
\ 
jects. 


iF The large number of creditors in this case itself 


created problems and made it an unwieldy and difficult proceed 


‘ing to handle. The fact that a modified plan was required, 
ht 

after the initial plan had been sent out to creditors, meant 
i 
‘that the Clerk's office was required to mail copies of the 
i . 


‘plan, with notice, twice to over 230 creditors. 


Petitioner believes its efforts benefited the estate 
‘and creditors greatly, and that as a result of its efforts not 
only was a feasible plan worked out, but was also held to- 

, gether in spite of many problems encountered after the first 
plan was proposed. 

Petitioner's records indicates that deponent, a 

' senior partner, partners and associates devoted approximately 
'1147 hours of time to this matter to date, over a period of 

, two and one-half years, entirely devoted to matters in con- 
ijnect.on with the arrangement proceeding and preserving assets. 
i Most o£ this time was spent by either deponent or a senior 
| asscciate experienced to handle the matter. Petitioner made | 
“41 Court appearances in this matter. This petition itself re- 
‘kes numerous hours of work on petitioner's part. In addi- 
‘tion, further work on the Random House claim and others remain 


ree to be done, as well as the administrative work to keep 
" track of payments and the notes to be issued. Petitioner 
‘cannot really estimate what time will be required for such 
* puen work, but as was explained at the beginning of this 
application, the fee being requested by petitioner is already 
‘far below the time it has expended and no additional fee will 
e ihe sought by petitioner for additional work. 
Petitioner has not received any advance payments for 
‘its fees. Neither the debtor nor any other person has made 
e any payment of any kind to petitioner, on account or otherwise). 
: At petitioner's normal hourly rates, for the 1147 
' hours expended by it in this proceeding, petitioner would nor 
Ps -mally request a fee of $70,227 for legal services rendered, 


plus $4,451.55 for necessary disbursements actually expended 


x 


.by petitioner on behalf of the debtor per the attached sched- 
il 
ule, for a total of $74,678.55. However, pursuant to the 
t y . 
; agreement with Mr. Norman described in the first part of this 
i. 
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‘application, an agreement which in and of itself helped make 
“an acceptable plan feasible, petitioner requests that this 
“Court allow a fee of $50,000 for all services rendered and dis: 


® “bursements incurred. | 
| 
“Dated: New York, New York 
: November {4 ,1972 
cd 
Respectfully submitted, 
| 
ROYALL, KOEGEL & WELLS 
| 
° 
i By: =<" 
i Stuart A. Jackson 
200 Park Avenue 
‘ New York, New York aii 
® | 
; 
| 
} 
i 
| 
, | 
7 
® ; | 
i | 
| 
| 
| 
° { 
| 
: | 
| 
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| 
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CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, 


216 


INC., Debtor 


The schedule of disbursements incurred and not 


reimbursed for the period June 15, 1970 to November 9, 1972, 


attached to and made a part of the application of ROYALL, 


KOEGEL & WELLS, dated November /0 , 1972, for allowance of 


attorneys' fees and disbursements. 
’ 
Telephone calls and telegrams 
Filing Fees 
Photocopies 
Fares 
Overtime expense 
Meals in connection with overtime 
Extra Postage 
Reporting Services 


TOTAL 


$ 345.46 
9.50 
2,680.22 
132.10 
686.13 
81.06 
131.00 
386.08 


$4,451.55 


| 
| 
] 
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{ IN THE DISTRICT COURT OF THE UNITED STATES 
FOR ‘tHE SOUTHERN DISTRICT Of NEW YORK 2179 
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In the Matter of 
= 


' : IN PROCEEDINGS 
| CHELSEA HOUSE EDUCATIONAL COMMUNICATIONS, FOR AN 


jy INC. (formerly called LOCHSLEY HALL, INC.): ARRANGEMENT 
y o/b/a CHELSEA HOUSE PUBLISHERS, 


H : NO. 70 B 600 
rt Debtor. 


| STATE OF NEW YORK ) 
COUNTY OF NEW YORK) nile 
h 
i STUART A. JACKSON, being duly sworn, deposes and 
j states as follows: 

: Ae ‘That he is a senior partner in the firm of 
ROYAL, KOEGEL & WELLS, the petitioner herein for an allowance 
ras an attorney for the debtor as set forth in the foregoing 

| application; that all of the faccs set forth in said applica- | 
‘Teion are true and correct except as the same is stated upon 
jinformation and belief and as to such facts the petitioner be-! 


jjlieves same to be true and correct. 


t 2. That no agreement or understanding exists between 


"the petitioner and any other person for a division of compen- 
li 
"sation. 


, | 3. That no agreement prohibited by USC Title 18, §155 


has been made. 
(| 
HN 


Stuart A. Jackson 


i his 
‘Sworn to before me t SIGMUND KATZ 


' - Alfernay & Counscilor at Law 

| fe * eae of November, 1972. No. 30-71775C0 

! . : Quentio in Nassau County 

i _— Fert. pd with Now York County Clerk 
; Ai” a eer JBMRUAWOR Expires ficrch 30, 1974 
y 4 
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Defendant's Exhibit G 


Signed Amendment Agreement dated April 10, 1970 
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Amendment Agreement, dated as of April 10, 
1970, by and among Harold Steinberg, Harold Harris, 
Andrew E. Norman, Leon W. Friedman, Stuart A. Jackson, 
Fred L. Israel, Stephen Wise, Richard Maybruck, Anita 
® ‘ London, William P. Hansen, Mary Lunenfeld (hereinafter 
referred to as "Purchasers") and Jack Oppenheim (here- 


inafter referred to as "Seller"), amending the Agreement 


® dated April 7, 1970 by and among Harold Steinberg, Harold 
’ Harris, Andrew E. Norman, Leon W. Friedman, Stuart A. 
Jackson, Fred L. Israel, Stephen Wise, Richard Maybruck 

at 
and Jack Oppenheim (the “Agreement"). 

For good and valuable consideration, receipt 

cd of which is hereby acknowledged, it is hereby agreeu that 
the Agreement is amended as follows: 

° 1. The term "Purchaser" wherever used in the 
Agreement shall refer to those perscns referred to in the 
definition of "Purchaser" in the Agreement, and shall also 

® include Mary Lunenfeld, William P. Hansen and Anita London. 

2. Exhibit A to the Agreement is hereby 
amended to read as set forth in Exhibit A hereto. 

e 
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e IN WITNESS WHEREOF, the parties have hereunto 
set their hands the day and year first above written. 
In the presence of: 
® . 
socteninccisrenpnassinesistngeamnatabucnsithaii 
diavsinsaneceetorneishatiannitatnititansieatitianisicasaiiiiiiminainil 
9 
Pde nberg, 
r Lh rik 
Vz it ia gH CAG 
Harold Harris, Purchaser 
& 


narew &£. Norman, Purchaser 


/ 
poe ta LW’, 


eon W. Friedman, Purchaser 


Lhwnk 4 jitter 4 €.7JraA 
uar » Jackson, OREO 5. 


we PA 


“J "i id a 


ae a eit 
cd Fred. L. Israe » Purchaser 


We ie 


Ftv Yiney Jis 
Pat 


urchaser 


char ah 


a Risen A tify 
ad Zoe ondon, Purchaser 


pt aes 


e am Hans7n, Purchaser 


ary Gunenfedd, haser ott J 


* 
(), rh KL. ; Ae af 
Jack Oppenheim, Seller — 
/ 
8 
2 
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* 
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Defendant's Exhibit H 


Signed Escrow Agreement 


‘END ANT'S 
DEFENDA 


: rei 
Pe Se 
Bree Geist. GT 
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/ 7 i, ir Sirs: 
a) 1. - This will confirm the agreement between Jack 


Oppenheim ("Oppenheim") and Harold Steinberg, Harold Harris 

Andrew E. Norman, LeonuDmlniedman, Fred L. Israel, Stephen 
£ Wise, Richard Maybruck, William P. Hansen, Anita London, 

Mary Lunenfeld and Stuart A. Jackson (the "Stockholders") 


respecting the agreement by Oppenheim to deposit the shares 


/@ of the Common Stock of Chelsea House Educational Communica- 
tions, Inc. (the "“Company") transferrable by Oppenheim to 
| the Stockholders pursuant to the provisions of that certain 
bes Agreement (the "“Agreement") dated April 10, 1970 between 
Oppenheim and the Stockholders. 
e 2. Oppenheim hereby agrees to deposit with you 
| 1s + each representing the number of shares ; 
of the Company as are set’ forth opposite the names of the 
» Stockholders in Columns 3 and 4 of Schedule I hereto. The 
total of all such shares is Hh det and are hereinafter 
called the "Escrow Shares". Each certificate shall be 
e accompanied by at least one stock power duly signed in 
blank on behalf of Oppenhcim. You hereby agree to hold 
& 
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and distribute the Escrow Shares as provided hercin. 


3. Such of the Escrow Shares as are set forth 
opposite each of the respective Stockhol“*+s' names in 
Columns 3 and 4 of Schedule I hereto shall serve as 
security for the full payment of the notes, delivered by 
such Stockholder tS Oppenheim under Paragraph 2(b) of the 


Agreement, set forth in Columns 6 and 7 of said Schedule I.” 


4. In the event that, Oppenheim shall assert 
that any Stockholder has defaulted in-performing any of his 
ebticatsens under the notes delivered by such Stockholder 
to Oppenheim under Paragraph 2(b) of the Agreement, Oppen- 
heim shall, in order to enforce payment hereunder, notify 
you in writing with a copy to the Stockholder, all by 
registered or certified mail addressed as hereinafter set 
forth, specifying the nature of the default which has al- 
legedly occurred. If, within ten (10) days after the 
mailing of such notice, the Stockholder fails to cure such 
default and reimburse Oppenheim for all loss, damage and 
expense incurred by Oppenheim in consequence of such failure, 
Oppenheim shall be entitled to receive all of the shares 


then being held by you as are set forth opposite the 


Stockholder's name in columns 3 and 4 of Schedule I hereto; 
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provided, however, that if within said ten (10) day period 
the Stockholder notifies you in writing by registered or 
certified mail with a copy to Oppenheim that he denies 
or disputes the alleged default, the controversy shall be 
promptly resolved by arbitration in New York, New York, 
in accordance with the ruies of the nesnx enh Arbitration 
Association, and judgment upon the award rendered by the 
arbitrator (s) may be entered in any court having jurisdic- 
tion thereof. 

5. If any claim of a default is not contested 
by, or if it is contested but thereafter determined to be 
a default by, the Stockholder, Oppenheim shall be entitled 


to receive all of the Escrow Shares set forth opposite the 


‘ Stockholder's name in Columns 3 and 4 of Schedule I hereto. 


6. Upon receipt by you of a receipt executed by 
Oppenheim, and addressed to any Stockholder, for the sun 


set forth with respect ‘to such Stockholder opposite his 


‘name in Column 6 of Schedule I hereto, together with ack- 


nowledgment by Oppenheim that there have been no uncureé 
defaults by such Stockholder in interest payments by such 
Stockholder, you shall deliver to such Stockholder that 
number of shares of the Escrow Stock as are set forth 


opposite his name in Column 3 of Schcdule I hereto. Upon 


receipt by you of a receipt executed by Oppenheim, and 
addressed to any Stockholder, acknowledging that a sum 
equal to the tetal of the amounts set forth with respect 
to such Stoeckholéer's name in Columns 6 and 7 of Schedule 
I hereto, has bec: received by him under the Agreement, 
and that there have been no uncured defaults in interest 
payments by such Stockholder, you shall deliver to such 
Stockholder that number of shares of the Escrow Stock as 
equal the total number of shares in Columns 3 and 4 of 
said Schedule I set forth opposite such Stockholder's 


name. 


7. Dividends (othex than dividends payable in 
stock of the Companv) declared and paid upon any “scrow 
Shares shall, while such shares are held on deposit by you 
under this Agreement, nevertheless belong to the Stock- 
holders and shall be remitted to the Stockholders, upon 
receipt thereof, and the Stockholders shall have full 


voting rights with respect to the Escrow Shares. 


8. In the event that, on May 1, 1972 you shall 
then be holding Escrow Shires, you shall return to each 


Stockholder that number of Escrow Shares as are set forth 


opposite his name in Columns 3 and 4 of Schedule I thereto, 
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less the sum of (i) that number of Escrow Shares which 
have been previously returned by you to such Stockholder 
pursuant to Paragraph 6 hereof and (ii) such number of 
Escrow Shares as may be necessary to satisfy any claim 
for default previously asserted (but not yet determined) 
against such Stockholder, as described in Paragraph 4 


‘hereof. 


9. In gerteeking your duties hereunder, you will 
‘be entitled -to rely on statements furnished to you by 
Oppenheim or the Stockho’ders, acting jointly, or on other 
evidence deemed to you to be reliable, and to act on the 
advice of counsel ssiectdd by you. Under no circumstances 
shall you be liable for any error, act or omission in good 
- faith. You shall be entitled to reimbursement for any loss, 
cost, damage and expense incurred by you in the adminis- 
tration of this Escrow Agreement. You may resign by 
instrument in writing delivered to Oppenheim and the Stock- 
holders. Such resignation shall be effective upon appointment 
of a successor escrow agent satisfactory to all parties 


hereto. 


10. In the event of any change in capital 


stock of the Company through merger, consolidacivn or 


reorganization, or in the event of any dividend to holders 
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of such stock payable in stock of the same class or the 
issue to such holders of rights to subscribe for stock in 
the same class, or in the event of any other change in the 
capital structure of the Company, the additional or reclassi- 
fied shares or other securities issued or exchanged on 
account of the original Escrow Shares shall be added to 


‘and become Escrow Shares hereunder for all purposes. 


ll. All notices hereunder shall be given to the 
respective Parties hereto 3s follows: 

(a) If to Oppenheim, 241 Central Park 
South, New York, New York; or 

(b) If to the Stockholders, c/o Harola 
Steinberg, Chelsea House Educational Communications, 
Inc., 70 West 40th Street, New York, New York (with a 
copy to Royall, Koegel & Wells, 200 Park Avenue, New 
York, New York, attention Stuart A. Jackson); or 


(c) If to you, 


12. The stockholders and Oppenheim shall each 


pay one-half of your expenses hereunder. 


e ‘13. This Escrow Agreement shall be construed in 


accordance with the laws of the State of New York. 


14. This Escrow Agreement shall inure to the 


& ° 
benefit of and be binding upon the parties hereto, and each 
of them, and their respective heirs, successors and assicns. 
th Your endorsement on the enclosed two copies of 
this letter will evidence your acceptance of the 146,183 
shares of the Common Stock of Chelsea House Educational 
e Communications, Inc. on the terms and conditions herein 
set forth. | 
Very truly yours, 
& 
Ont A EL fy, "4 .) ie Oe o | 
Jack Oppenheim 
% : | WY iI 
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Andrew E. Norman 
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Stuart A. Jackson .. 4-1 .-.) ewan 
i te yore * 


22 Lon P. Pies ae 


1ram P. Hansen 


Accepted: 


r SCHEDULE I Sa 
1 a 3 4 s 6 2° 6. 
Total Number of a 
CN Number of Shards of Wumber of Shares Number of Shares Amount to ori 
Shares of the Stock To Be Delivered To Be Delivered be deliv- Principal Principal 
The Stock . To Be \Re=- In Escrow To In Escrow To ered to Amount of Amount of 
; To Be ceived at Secure Note Iden- Secure Note Iden= Oppenheim Note Due Note Due 
Name of Purchaser Purchased ‘Closing tified in Col. 6 ‘tified in Col. 7 ‘at Closing April 10, 1971 April 10, 197 
arold Steinberg 14,618 * 3,334 5,642 5,642 $10,002 § 16,926.00 $ 16,926.00 
arold Harris 35,000 7,980 13,516 13,510 23,940 40,530.00 40,530.00 
ndrew E. Norman . 59,292 13,520 : 22,886 22,886 40,559 68,658.50 68,658.50 9 
eon W. Friedman 731 167 oa 202 503 846.00 846.00 
‘red L. Israel 1,462 333 565 564 1,000 1,693.00 1,693.60 
taphen Wise 10,000 2,280 ; 3,860 . " 3,860 - 6,840 11,580.00 11,580.00 
aichazdé Maybruck , 5,000 1,140 - 1,930 1,930 3,420 5,790.00 . 5,790.00 
. 3 * 
tuart A. Jackson ~ 14,618 3,334 $,642 -- §,642 10,002 * 16,926.00 16,926.00 
nita London . 2,000 + 456 772 772 1,368 2,316.00 * 2,316.00 
illiam P. Hansen 1,462 333 564 565- 1,000 1,693.00 - 1,693.00 
ary Lunenfeld 2,000 456. P 772 772 1,368 2,316.00 2,316.00 
i TOTAL 146,183 56,425 56,425 $100,000 - $169,274.50 $169,274.50 


Defendant's Exhibit I 


Two Promissory Notes dated April 10, 1970, 
each in the sum of $16,926; Stuart A. Jackson 
as Promissor and Jack Oppenheim as Promissee 
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PROMISSORY NOTE 


For Value Received, Stuart A. Jackson hereby 
promises to pay to the order of Jack Oppenheim at the 
350 Fifth Avenue office of the Bankers Trust Company of 
New York, the principal sum of sixteen thousand nine hun- 
dred twenty-six Dollars ($16,926.00) in such coin or cur- 
rency of the United States of America as at the time of 
payment shall be legal tender for the payment of public 
or private debts, such payment to be made one year from 
the date of this instrument, together with interest from 
the date hereof at the rate of 9-1/2% per annum on the 
unpaid principal amount outstanding on the date on which 
such interest is due, such interest to be paid in quarterly 
installments on each April 10, July 10, October 10, and 
January 10 commencing July 10, 1970. 

This note may be prepaid without penalty at 
any time during the term thereof. 

If there shall be any default in the payment of 
any installment of principal or interest when the same 


shall become due and payable hereunder, and such default 


231. 


shall not have been remitted within ten (10) days after 
mailing a notice thereof, all installments shall become 
due and payable forthwitn at the option of the holder 
hereof. Si ee 

The undersigned, if more than one, shall be 
jointly and severally liable hereunder and, the term 
"undersigned" shall mean the undersigned or any one or 
more of them and their heirs, executors, administrators, 
successors, or assigns. eee 

This note is made in and is intended to be per- 
formed in the State of New York and shall be governed 
and construed in accordance with the laws of such State. 

If this note is placed with an attorney for 
collection, the etree cease pay all costs of collection, 
including, but not limited to, counsel fees, which fees 


shall be added to the unpaid balance of this note and be 


recoverable with and as a part there of. 


Signature. hidetant-. G& Ls Yae KS an 
Address. O ld basse. lane, Sands fr ae. 
N:g. 


Signature. .cccccccccccccvscccscces 
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$16,926.00 April 10, 1979 
New York, New York 


PROMISSORY NOTE 


For Value Received, Stuart A. Jackson hereby 
promises to pay to the order of Jack Oppenheim at the 
350 Fifth Avenue office of the Bankers Trust Company of 
New York, the principal sum of sixteen thousand nine hun- 
dred twenty-six Dollars ($16,926.00) in such coin or cur- 
rency of the United States of America as at the time of 
payment shall be legal tender for the payment of public 
or private debts, such payment to be made two years from 
the date of this instrument, together with interest from 
the date hereof at the rate of 9-1/2% per annum on the 
unpaid principal amount outstanding on the date on which 
such interest is due, such interest to be paid in quarterly 
installments on each April 10, July 10, October 10, and 
January 10 commencing July 10, 1970. 

This note may be prepaid without penalty at 
any time during the term thereof. 

If there shall be any default in the payment of 
any installment of principal or interest when the same 


shall become due and payable hereunder, and such default 


shall not have been remitted within ten (10) days after 
mailing a notice thereof, all installments shall become 
due and payable forthwith at the option of the holder 


hereof. 


The undersigned, if more than one, shall be 


jointly and severally liable hereunder and, the term 
"undersigned" shall mean the undersigned or any one or 
more of them and their heirs, executors, administrators, 
successors, or assigns. 
This note is made in and is intended to be per- 
formed in the State of New York and shall be governed 
and construed in accordance with the laws of such State. 
If this note is placed with an attorney for 
collection, the Sennen shall pay all costs of collection, 
including, but not limited to, counsel fees, which fees 
shall be added to the unpaid balance of this note and be 


recoverable with and as a part there of. 


Signature Atv. hes pecker 


Address. A /) id Arvs< Lane, Sard i peel. 
Nusferk 
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